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The following releases relate to self-regulatory 
organization rule proposals and/or adoptions. 


34-17071 
34-17075 


34-17076 
34-17078 


34-17081 


Extension of comment period on 
proposed amendments of Rules 
17a-1 and 17a-6. [S7-843; Com- 
ment period expires October 10, 
1980.] 

34-17080 Amendment of Rule 16b-3 to 
exempt from the liability pro- 
visions of Section 16(b) the de- 
livery of stock by an officer or 
director as payment for the exercise 
of an employee stock option and 
the receipt of an equal amount of 
stock upon such exercise. 
35-21685 Solicitation of comments on a pro- 
pose rule to exempt certain non- 
utility subsidiaries under the Public 
Utility Holding Company Act of 
1935. 





OPINION 





PHILIP S. SIRIANNI 
Where registered representative of 
member firm of registered securities 
association unlawfully sold 
unregistered securities and failed to 
give proper notice of those sales 


34-17077 
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to the firm with which he was 
associated, held, association’s 
findings of violation and sanctions 
imposed sustained. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17068/August 15, 1980 


An order has been issued granting the application of 
the Pacific Stock Exchange, Inc. to strike the call 
options contracts of FEDERATED DEPARFMENT 
STORES, INC. from listing and registration thereon. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17069/August 15, 1980 


An order has been issued granting the application of 
the Boston Stock Exchange, Inc. to strike the 
common stock ($.01 par value) of PHARMACARE, 
INC. from listing and registration thereon. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17070/August 15, 1980 


An order has been issued granting the application of 
the Philadelphia Stock Exchange, Inc. to strike the 
call options contracts of FIRESTONE TIRE & 
RUBBER COMPANY from listing and registration 
thereon. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17071/August 18, 1980 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY THE AMERICAN 
STOCK EXCHANGE, INC. 


File No. SR-Amex-80-22 
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The American Stock Exchange, Inc. submitted, on 
August 6, 1980, a proposed rule change under Rule 
19b-4 to revise its procedure for the disposition of 
minor rule violations and to include noncompliance 
with off-floor operational matters as a minor rule 
violation. 


The foregoing rule change has become effective, 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 (“Act”). At any time within 
sixty days of the filing of such proposed rule change, 
the Commission may summarily abrogate such rule 
change if it appears to the Commission that such 
action is necessary or appropriate in’ the public 
interest, for the protection of investors, or otherwise 
in furtherance of the purposes of the Securities 
Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
August 18, 1980. Interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-Amex-80-22. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission's Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17072/August 18, 1980 


In the Matter of Application of the 
PHILADELPHIA STOCK EXCHANGE, INC. 


For Unlisted Trading Privileges 
Securities Exchange Act of 1934 


FINDINGS AND ORDER GRANTING APPLICATION 
FOR UNLISTED TRADING PRIVILEGES 


The Philadelphia Stock Exchange (“Phix”) has filed 
an application with the Commission pursuant to 
Section 12(f)(1)(B) of the Securities Exchange Act of 
1934 (“Act”) and Rule 12f-1 [17 CFR 240.12f-1] 
thereunder, for unlisted trading privileges in the 
following security which is listed on another national 
securities exchange: 


Eli Lilly & Company 
Common Stock, $.62 1/2 Par Value (File No. 7- 
5683)! 


The Commission finds that approval of the Phlx’s 
application for unlisted trading privileges in this 
security is consistent with the maintenance of fair 
and orderly markets and the protection of investors. 
As a national securities exchange registered with the 
Commission pursuant to Section 6 of the Act, the 
Phix is subject to the provisions of paragraph (b) of 
that section, and the Commission’s inspection 
authority and oversight responsibility under sections 
17 and 19 of the Act and the rules and regulations 
thereunder. In addition, transaction in the subject 
security, regardless of the market in which they 
occur, are reported in the consolidated transaction 
reporting system contemplated by Rule 11Aa3-1 
under the Act [17 CFR 240.11Aa3-1]. The 
availability of last sale information for the subject 
security should contribute to pricing efficiency and 
to ensuring that transactions on the Phlix are 
executed at prices which are reasonably related to 
those occurring in other market. Finally the 
Commission has received no comments indicating 
that the granting of this application would not be 
consistent with the maintennce of fair and orderly 





‘Notice of the application was given by publication in 
the Federal Register. 45 FR 51030 (July 31, 1980). 
The Commission has received no comments with 
respect to this application. 
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markets and the protection of investors. The 
Commission further finds that approval of the Phix 
application will provide increased opportunities for 
competition among brokers and dealers and among 
exchange markets consistent with the purposes of 
the Act and the objectives of the national market 
system. 


ACCORDINGLY, IT IS ORDERED, pursuant to Section 
12(f)(1)(B) of the Act, that the application for 
unlisted trading privileges on the Philadelphia Stock 
Exchange in the above named security is hereby 
approved. 


For the Commission by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17073/August 18, 1980 


A notice has been issued giving interested persons 
until September 9, 1980 to comment on the 
application of SOUTHWEST FLORIDA BANKS, INC. 
to withdraw its common stock ($1 par value) and its 
preferred stock, ($2.1875 cumulative convertible, 
$1 par value) from listing and registration on the 
American Stock Exchange. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17074/August 19, 1980 


EXTENSION OF COMMENT PERIOD ON PROPOSED 
AMENDMENTS OF RULES 17a-1 AND 17a-6 UNDER 
THE SECURITIES EXCHANGE ACT OF 1934 


ACTION: Extension of comment period. 


SUMMARY: On July 8, 1980, the Commission 
published for comment proposed amendments to 
its rules governing record retention, production and 
destruction by self-regulatory organizations in order 
to extend the requirements embodied therein to 
registered clearing agencies and the Municipal 
Securities Rulemaking Board. The Commission is 
extending the period for submitting comments until 
October 10, 1980. 
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DATES: Comments should be submitted on or before 
October 10, 1980. 


ADDRESS: Persons wishing to submit written 
comments should file 6 copies thereof with George 
A. Fitzsimmons, Secretary, Securities and Exchange 
Commission, Room 892, 500 North Capitol Street, 
Washington, D.C. 20549. All submissions should 
refer to File No. S7-843 and will be available for 
public inspection at the Commission’s Public 
Reference Room, Room 6101, 1100 L Street, N.W., 
Washington, D.C. 20549. 


FOR FURTHER INFORMATION CONTACT: Judith 
Axe, Division of Market Regulation, Securities and 
Exchange Commission, Room 351A, 500 North 
Capitol Street, Washington, D.C. 20549, (202) 272- 
2415. 


SUPPLEMENTARY INFORMATION: On July 8, 1980, 
the Commission published for comment Proposed 
Amendments to Rules 17a-1 and 17a-6 [17 CFR 
240.17a-1, 17a-6] under Section 17(a) of the 
Securities Exchange Act of 1934 which, if adopted, 
would extend the record retention, production and 
destruction requirements embodied therein to 
registered clearing agencies and the Municipal 
Securities Rulemaking Board. 


Presently, Rule 17a-1 requires national securities 
exchanges and registered securities associations to 
keep, and to permit copying by members of the 
Commission’s staff of, all documents made or 
received by such organizations in the course of their 
business and in the conduct of their self-regulatory 
activities. Rule 17a-1 also requires that such records 
be kept for a period of not less than five years subject 
to the provisions of Commission Rule 17a-6 which 
permits the early destruction or conversion to 
microfilm or other recording media of records 
maintained under Rule 17a-1, pursuant to a record 
destruction plan filed with and approved by the 
Commission. 


Notice of the request for comments was given by 
Securities Exchange Act Release No. 34-16966 (July 
8, 1980) and by publication in the Federal Register 
(45 FR 47160 (July 14, 1980)). Interested persons 
were invited to submit written data, views, and 
arguments prior to August 15, 1980. Interested 
persons have indicated to the Commission that an 
extension of the comment period would be in the 
public interest. 
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Accordingly, the Commission today has extended 
the period for the submission of written data, views 
and arguments concerning the foregoing proposed 
amendments until October 10, 1980. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17075/August 19, 1980 


In the Matter of 


MIDWEST STOCK EXCHANGE, INCORPORATED 
120 South La Salle Street 
Chicago, Illinois 60603 


(SR-MSE-80-11) 
ORDER APPROVING PROPOSED RULE CHANGE 


On June 10, 1980, the Midwest Stock Exchange, 
Incorporated (“MSE”) filed with the Commission, 
pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78s(b)(1) (the 
“Act”) and Rule 19b-4 thereunder, copies of a 
proposed rule change deleting from its rules all 
references and rules pertaining to MSE’s 
organization, operation and regulation of an options 
market, while retaining its rules applicable to the 
handling of orders and the conduct of accounts 
relating to options trading.' 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-16918, 
June 23, 1980) and by publication in the Federal 
Register (45 FR 45046, July 2, 1980). No comments 
were received regarding the proposed rule change. 


The Commission finds that the proposed rule 





‘An amendment which made certain technical 
changes to the original filing was filed with the 
Commission by the MSE on July 22, 1980. 
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change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to national securities exchanges, and in 
particular, the requirements of Section 6 and the 
rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17076/August 19, 1980 


In the Matter of 


MIDWEST STOCK EXCHANGE, INCORPORATED 
120 South LaSalle Street 
Chicago, Illinois 60603 


(SR-MSE-80-12) 
ORDER APPROVING PROPOSED RULE CHANGE 


On June 19, 1980, the Midwest Stock Exchange, 
Incorporated (“MSE”) filed with the Commission, 
pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78(s)(b)(1) (“Act”) 
and Rule 19b-4 thereunder, copies of a proposed 
rule change which would assign to the MSE 
Committee on Specialist Assignment and Evaluation 
certain duties currently performed by the MSE 
Committee on Floor Procedure, regarding the 
examination, assignment, evaluation, and 
suspension of specialists. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by issuance of a Commission Release 
(Securities Exchange Act Release No. 16959, 20 
SEC Docket 615 (July 22, 1980)) and by publication 
in the Federal Register (45 FR 47283 (July 14, 
1980)). No comments were received with respect to 
the rule filing. 


The Commission finds that the proposed rule. 


change is consistent with the requirements of the 
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Act and the rules and regulations thereunder 
applicable to a national securities exchange and, 
in particular, the requirements of Section 6 and the 
rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17077/August 20, 1980 


Admin. Proc. File No. 3-5767 

In the Matter of the Application of 

PHILIP S. SIRIANNI 

207 South Hudson Avenue 

Los Angeles, California 

For Review of Disciplinary Action Taken by the 
NATIONAL SECURITIES DEALERS, INC. 
OPINION OF THE COMMISSION 


REGISTERED SECURITIES ASSOCIATION—REVIEW 
OF DISCIPLINARY PROCEEDINGS 


Violation of Rules of Fair Practice 
Sale of Unregistered Securities 


Failure to Inform Employer of Private Securities 
Transactions 


When a registered representative of member firm of 
registered securities association unlawfully sold 
unregistered securities and failed to give proper 
notice of those sales to the firm with which he was 
associated, held, association’s findings of violation 
and sanctions imposed sustained. 


APPEARANCES: 


James K. Manning and Joseph G. Riemer, Ill, of 
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Brown, Wood, Ivey, Mitchell & Petty, for Philip S. 
Sirianni. 


Frank J. Wilson, Andrew McR. Barnes and Peter J. 
Chepucavage, for the National Association of 
Securities Dealers, Inc. 


Philip S. Sirianni, a registered representative of a 
member firm of the National Association of 
Securities Dealers, Inc. (“NASD”), appeals from 
disciplinary action taken against him by the 
Association. The NASD found that Sirianni 
participated in the unlawful sale of unregistered 
securities, and that he engaged in private securities 
transactions without giving his firm proper 
notification. It censured Sirianni, fined him $50,000, 
and suspended him from association with any NASD 
member for a period of one year.! Our findings are 
based on an independent review of the record. 


Sirianni is employed as a general agent of the 
Connecticut General Life Insurance Company 
(“CG”) where his activities have focused primarily on 
the estate and tax planning areas of the life 
insurance industry. He is a registered representative 
of CG Equity Sales company (“CGE”), CG’s wholly- 
owned broker-dealer subsidiary which engages in 
the sale of mutual funds. 


In the spring of 1976, Sirianni was contacted by one 
Howard D. Gatliff. Gatliff had a contract with an 
affiliate of Cal-Am Corporation to sell interests in 
various limited partnerships whose general partners 
were Cal-Am and companies and persons affiliated 
therewith.? The partnerships were formed to acquire 
and operate various coal mining leases, and offered 
investors an attractive tax write-off. Interests in these 
ventures were sold pursuant to claimed private 
offering exemptions from the registration provisions 
of the Securities Act.* 


Gatliff solicited Sirianni’s purchase of interests in 
Cal-Am coal partnerships. However, Sirianni was 
informed by counsel that the tax benefits resulting 
from a purchase might not be sustainable if the 
Internal Revenue Service determined that a 
partnership did not have a bona fide intention of 
mining coal. He therefore advised Sirianni not to 
invest unless he had the power to remove the general 
partner if coal were not mined within a reasonable 


972/SEC DOCKET 


period of time. Sirianni subsequently invested 
$510,000 in two Cal-Am limited partnerships, after 
counsel had negotiated a rider to the partnership 
agreements giving the limited partners the right to 
remove the general partner. 


Gatliff further stated that he would arrange for 
Sirianni to receive a “finders fee” for any individual 
whom Sirianni referred to Gatliff who invested in a 
Cal-Am partnership. The proposed fee was 15% of 
the amount paid in by any such investor. Sirianni 
agreed to the proposal, but arranged for all investors 
referred by him to receive the same rider to their 
partnership agreements that Sirianni had obtained 
for himself. By the end of 1976, as a result of his 
arrangement with Gatliff, Sirianni had received some 
$253,000 from an affiliate of Cal-Am. 


Sirianni argues that he did not offer or sell any 
interests in Cal-Am. He states that he merely 
referred to Gatliff those clients who asked whether 
he had any information regarding investments in tax 
shelters. He points out that he advised each client to 
speak with his own accountant and counsel before 
making an investment decision, and claims that he 
did not provide clients with any information 
concerning Cal-Am. 


However, the record shows that Sirianni played a 
more active role than he concedes in influencing his 
clients and business associates to invest in Cal-Am. 
One such investor, Mr. T, who stated that he was “a 
typical Sirianni client,” testified on Sirianni’s behalf. 
T stated that he always regarded Sirianni as his 
primary financial consultant, and testified as follows 
with respect to their relationship: 


“For 20 years. . .he has planned both my estate 
and my insurance program and. .my tax 
planning. | made a habit in January of going tohim 





1The NASD also assessed costs. 


2See Howard D. Gatliff, Securities Exchange Act 
Release No. 16680 (March 20, 1980), 19 SEC 
Docket 934. 


3Section 4(2) of the Act exempts from registration 
“transactions by an issuer not involving any public 
offering.” 
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and asking gim what he was doing himself. ... | 
simply got into the habit and practice, as so many 
of his clients did, of saying, ‘Since you, yourself, 
have become expert in making money with 
money, .. .[t]his is what our projected income is 
for the year.’ As a consequence of this practice | 
have purchased avocado groves. | have gone into 
ten oil programs. .. . After some 20 years in 
January [1976] | said, ‘What are you doing this 
year?’; and. . .he said, ‘I’ve been approached to 
look into coal.’ . . .This has been the relationship 
that I’m sure he had with all of his clients.” 


Sirianni was undoubtedly aware of his clients’ 
readiness to follow in his footsteps, and admitted 
that, when asked, he disclosed his personal 
investment in Cal-Am to clients. Contrary to 
Sirianni’s claim that he did not provide clients with 
any information concerning Cal-Am, Mr. T testified 
that Sirianni made “a presentation” and, in response 
to questions, discussed the merits of an investment in 
Cal-Am. While it is true, as Sirianni points out, that 
Mr. T made an independent investigation of Cal-Am 
before making an investment, it is clear that Mr. T’s 
decision was strongly influenced by his regard for 
Sirianni’s judgment. 


The terms “sell” and “offer” in the Securities Act are 
broadly defined in order to effectuate the purposes 
of the Act.* As one court has stated: 


“These definitions include as sellers or offerors all 
persons whose actions are a substantial factor in 
causing a purchaser to buy a security... . It is 
unnecessary to show that the offeror or seller 
owns the security, for the definition encompasses 
any Significant participation in the sale on behalf 
of the actual owner.”® 


We conclude that Sirianni’s actions placed him 
within the Act’s definitions. Sirianni referred at least 
60 of his clients and business associates to Galtliff. 
His referrals resulted in at least 30 purchases of Cal- 
Am securities by those individuals, and 
compensation to Sirianni at the agreed upon rate of 
15% of the monies they paid in.® In light of the 
reliance placed on Sirianni by his clients, his 
successful efforts to protect the tax benefits those 
clients would obtain from an investment in Cal-Am, 
and the compensation he received from a Cal-Am 
affiliate for each purchase his clients made, we think 
it clear that Sirianni participated in the offer and sale 
of Cal-Am securities. 
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Sirianni further argues that his transactions are 
entitled to the exemption from registration 
requirements provided by Section 4(1) of the 
Securities Act since he was not acting as an issuer, 
underwriter, or dealer. He also claims that the 
private offering exemption under Section 4(2) 
applies to those transactions, since no showing was 
made that the transactions in question were part of a 
public offering. 


These contentions are without merit. The term 
“underwriter” is broadly defined in the Act to include 
anyone who directly or indirectly participates in a 
distribution of securities from an issuer to the 
public.’ We think that Sirianni clearly falls within that 
definition. Section 4(1) was intended to exempt only 
trading transactions between individual investors 
with respect to securities already issued, and not to 
exempt distributions by issuers or the acts of other 
individuals who engage in steps necessary to such 
distributions.® 


As to whether the distribution in which Sirianni 
participated was public or private, Sirianni argues 
that the NASD did not establish that the private 
offering exemption was unavailable. However, the 
burden of establishing the availability of an 





‘Section 2(3) of the Act defines “sell” as including 
“every contract of sale or disposition of a security or 
interest in a security for value.” “Offer” is defined to 
include “every attempt or offer to dispose of, or 
solicitation of an offer to buy, a security or interest in 
a security, for value.” See Competitive Capital 
Corporation, 44 S.E.C. 579, 582 (1971); GJ. 
Mitchell, Jr., Co., 40 S.E.C. 409, 414 (1960). 


SLawler v. Gilliam, 569 F.2d 1283, 1287-1288 (C.A. 
4, 1978). 


‘Sirianni also received compensation for the 
investments made by about 30 persons who were 
referred to Gatliff by Mr. T. 


7See S.E.C. v. North American Research and 
Development Corp., 424 F.2d 63, 72 (C.A. 2, 1970). 


®See S.E.C. v. Culpepper, 270 F.2d 241, 247 (C.A. 2, 
1959); see also Quinn and Company, Inc., 44 S.E.C. 
461, 464, 466-67 (1971), aff'd sub nom. Quinn and 
Company, Inc. v. S.E.C., 452 F. 2d 943 (C.A. 10, 
1971), cert. denied, 406 U.S. 957 (1972). 
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exemption from registration rests upon those who 
claim it.° Sirianni failed to meet that burden. 


We conclude, as did the NASD, that Sirianni violated 
the registration provisions of the Securities Act, and 
thereby engaged in conduct inconsistent with just 
and equitable principles of trade. 


IV. 


The NASD Board of Governors’ interpretation with 
respect to private securities transactions provides in 
relevant part as follows: 


“It shall be deemed conduct inconsistent with just 
and equitable principles of trade for any person 
associated with a member to engage in a private 
securities transaction outside the regular course 
or scope of his association or employment with a 
member, for himself, or with or for any other 
person without prior written notification to the 
member.”?° 


It is undisputed that Sirianni did not give the 
requisite notification of his Cal-Am activities to CGE. 
Sirianni asserts, however, that if he had been aware, 
or his attorney had advised him, that he was 
engaging in securities transactions, he would have 
brought the matter to the attention of CG or CGE. 


The fact that Sirianni was unaware of his obligation 
to report the Cal-Am transactions to his employer 
cannot excuse him from compliance with NASSD 
requirements.!! Nor can the fact that counsel, when 
consulted, failed to advise Sirianni concerning the 
violations we have found negate those violations. 


We accordingly affirm the NASD’s finding of 
violation.??. 


V. 


Sirianni asserts that the sanctions imposed by the 
NASD are excessive and oppressive.'? He asserts, 


among other things, that any violations he 
committed were technical in nature, that he 
consulted with counsel who did not alert him to the 
problems involved in his proposed course of 
conduct, that he did not believe that he was violating 
any statute or regulation, and that he has never 
previously been the subject of disciplinary action. 


We cannot agree that the violations in which Sirianni 
engaged were merely technical. The registration 
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provisions are a keystone of the entire system of 
securities regulation, and set forth basic 
requirements for the protection of investors. And, as 
we have previously pointed out, a salesman’s 
“private” securities transactions deprive the public 
of protection it is entitled to expect, and may expose 
the salesman’s employer to unwarranted risks.'* We 
further note that the fine assessed against Sirianni is 
far less than the profits he earned from his improper 
conduct.’® 


Under the circumstances, we are unable to 
conclude that the sanctions imposed by the NASD 
are excessive or oppressive. 





%See S.E.C. v. Ralston Purina Co., 346 U.S. 119, 126 
(1953); United States v. Custer Channel Wing 
Corporation, 376 F.2d 675, 678 (C.A. 4, 1967), cert. 
denied, 389 U.S. 850. 


10NASD Manual para 2177, p. 2109-3. 
See Spiro Sideris, 44 S.E.C. 212, 214 (1970). 


12Citing Collins Securities Corp. v. S.E.C., 562 F.2d 
820(C.A.D.C., 1977), and Whitney v. S.E.C., 604 F.2d 
676 (C.A.D.C., 1979), applicant claims that the 
evidence against him must be clear and convincing. 
However, even apart from the question of whether 
the cited cases apply to NASD proceedings, the clear 
and convincing standard is only applicable to cases 
of fraud. This appeal does not involve any such 
finding. Thus the clear and convincing standard has 
been met. 


Applicant also asserts that the $50,000 fine 
imposed by the NASD violates Article V, Section 1 of 
NASD’s Rules of Fair Practice which limits the 
maximum fine the Association can impose for each 
violation of its rules to $5,000. However, every Cal- 
Am transaction in which Sirianni participated was a 
separate violation of NASD rules for which the 
Association could impose the maximum fine. Cf. 
First Philadelphia Corporation, 45 S.E.C. 73, 74 
(1972). 


4See Anthony J. Amato, 45 S.E.C. 282, 285 (1973). 
5Cf. Unified Underwriters, Inc., Securities Exchange 


Act Release No. 11729 (October 14, 1975), 8 SEC 
Docket 69, 70, and cases there cited. 
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An appropriate order will issue. 


By the Commission (Chairman WILLIAMS and 
Commissioners LOOMIS and EVANS); 
Commissioner FRIEDMAN not participating. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17077/August 20, 1980 


Admin. Proc. File No. 3-5767 
In the Matter of the Application of 


PHILIP S. SIRIANNI 
207 South Hudson Avenue 
Los Angeles, California 


For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


ORDER AFFIRMING DISCIPLINARY ACTION TAKEN 
BY REGISTERED SECURITIES ASSOCIATION 


On the basis of the Commission’s opinion issued this 
day, it is 


ORDERED that the disciplinary action taken by the 
National Association of Securities Dealers, Inc. 
against Philip S. Sirianni, and the Association’s 
assessment of costs, be, and they hereby are, 
affirmed. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17078/August 20, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


File No. SR-NASD-80-16 
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The National Association of Securities Dealers, Inc. 
submitted on July 31, 1980, a proposed rule change 
under Rule 19b-4 to exempt those Compliance 
Registered Options Principals who are required to 
have no sales function from the requirement that 
they qualify as General Securities and Registered 
Options Representatives. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
August 25, 1980. In order to assist the Commission 
to determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change or institute 
proceedings to determine whether the proposed rule 
change should be disapproved, interested persons 
are invited to submit written data, views and 
argument concerning the submission within 21 days 
from the date of publication in the Federal Register. 
Persons desiring to make written comments should 
file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D.C. 20549. 
Reference should be made to File No. SR-NASD-80- 
16. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and all written communications relating 
to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17079/August 20, 1980 


In the Matter of Application of the 
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PHILADELPHIA STOCK EXCHANGE, INC. 
For Unlisted Trading Privileges 
Securities Exchange Act of 1934 


FINDINGS AND ORDER GRANTING APPLICATIONS 
FOR UNLISTED TRADING PRIVILEGES 


The Philadelphia Stock Exchange (“Phix”) has filed 
applications with the Commission pursuant to Section 
12(f)(1)(B) of the Securities Exchange Act of 1934 
(“Act”) and Rule 12f-1 [17 CFR 240.12f-1] 
thereunder, for unlisted trading privileges in the 
following securities which are listed on another 
national securities exchange: 


Page Petroleum Ltd. 
Common Stock, No Par Value (File No. 7-5706) 


Macmillan Bloedel Limited 
Common Stock, No Par Value (File No. 7-5707) 


Keystone Foods Corporation 
Common Stock, $.10 Par Value (File No. 7-5708) 


General Housewares Corporation 
Common Stock, $.33 1/3 Par Value (File No. 7- 
5709) 


Canadian Pacific Enterprises Limited 
Common Stock, No Par Value (File No. 7-5710)! 


The Commission finds that approval of the Phix’s 
applications for unlisted trading privileges in these 
securities is consistent with the maintenance of fair 
and orderly markets and the protection of investors. 
As a national securities exchange registered with the 
Commission pursuant to Section 6 of the Act, the 
PhIx is subject to the provisions of paragraph (b) of 
that section, and to the Commission's inspection 
authority and oversight responsibility under 
Sections 17 and 19 of the Act and the rules and 
regulations thereunder. In addition, transactions in 
the subject securities, reardless of the market in 
which they occur, are reported in the consolidated 
transaction reporting system contemplated by Rule 





‘Notice of these applications were given by 
publication in the Federal Register. 45 FR 51973 
(August 5, 1980). The Commission has received no 
comments with respect to these applications. 
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11Aa3-1 under the Act [17 CFR 240.11Aa3-1]. The 
availability of the last sale information for the subject 
securities should contribute to pricing efficiency 
and to ensuring that transactions on the Phix are 
executed at prices which are reasonably related to 
those occurring in other markets. Finally the 
Commission has received no comments indicating 
that the granting of these applications would not be 
consistent with the maintenance of fair and orderly 
markets and the protection of investors. The 
Commission further finds that approval of the PhIix 
applications will provide increased opportunities for 
competition among brokers and dealers and among 
exchange markets consistent with the purposes of 
the Act and the objectives of the national market 
system. 


ACCORDINGLY, IT IS ORDER, pursuant to Sectior 
12(f)(1)(B) of the Act, that the applications for 
unlisted trading privileges on the Philadelphia Stock 
Exchange in the above named securities are hereby 
approved. 


For the Commission by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17080/August 21, 1980 


STOCK OPTIONS 
ACTION: Final rule. 


SUMMARY: The Commission is amending Rule 16b- 
3 under the Securities Exchange Act of 1934 to 
exempt from the liability provisions of Section 16(b) 
of the Act both the delivery of stock by an officer or 
director as payment for the exercise of an employee 
stock option and the receipt of an equal amount of 
stock upon such exercise. In addition, the 
Commission is amending the caption for Rule 16b-3 
to reflect the broadened coverage of the rule. These 
changes are being adopted as the result of several 
requests from the public that the Commission 
provide relief from Section 16(b) for the use of stock 
as payment for the exercise of an employee stock 
option. 


EFFECTIVE DATE: (30 days after publication in the 
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Federal Register). 


FOR FURTHER INFORMATION CONTACT: Michael 
R. Kargula or Peter J. Romeo, Division of Corporation 
Finance, Securities and Exchange Commission, 
Washington, D.C. 10549, (202) 272-2573. 


SUPPLEMENTARY INFORMATION: In Release No. 
34-16770 (May 6, 1980) [45 FR 29853], the 
Commission invited public comments on a 
proposed amendment to Rule 16b-3 [17 CFR 
240.16b-3] under the Securities Exchange Act of 
1934 (“1934 Act”) [15 U.S.C. 78a et seq.] that would 
have exempted from Section 16(b) of the Act the 
delivery of stock by an officer or director upon the 
exercise of a stock option. The impetus for the 
proposal was provided by an Internal Revenue 
Service (“IRS”) ruling dated April 27, 1979.! The 
ruling dealt with a non-qualified stock option and 
held that an employee could deliver stock already 
owned by him as payment for the exercise of an 
employee stock option without recognizing any 
taxable gain on the unrealized appreciation of the 
delivered shares. Pursuant to this ruling, the 
optionee is not taxed on the difference between his 
cost basis for the old shares and their market value 
on the date of delivery, even though the delivered 
shares are valued at their current market price for 
purposes of paying all or part of the option price. 


The principal benefit of the IRS ruling is that in many 
instances it permits an employee who uses stock to 
exercise a stock option to acquire, without any cash 
outlay, not only a number of shares equal in all 
respects to the surrendered shares but also an 
additional number of shares having an aggregate 
exercise price equal to the difference between the 
aggregate market price of the shares delivered and 
the aggregate exercise price of an equal number of 
shares at the time of exercise.’ Until now, however, 
the tax and other advantages flowing from the IRS 
ruling have for all practical purposes not been 
available to officers and directors of issuers which 
have a class of securities registered under Section 
12 of the 1934 Act. The reason is that such persons 
are subject to Section 16(b) of the Act, which allows 
an issuer to recover any profits realized by its officers 
and directors on any purchase and sale, or sale and 
purchase, of the issuer’s equity securities occurring 
in a period of less than six months. Since the delivery 
of stock upon the exercise of an option could be 
considered a “sale” to the issuer, and the acquisition 
of stock as a result of exercising the option could be 
deemed a “purchase,” the profit on the combined 
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sale and purchase would, unless the exemption were 
available, be recoverable by the issuer under Section 
16(b) because it occurred in a period of less than six 
months. 


Section 16(b) of the 1934 Act grants authority to the 
Commission to exempt by rules and regulations any 
transaction or transactions which it believes are not 
comprehended within the purpose of that section. 
Since it appears that the use of already-owned stock 
to exercise a stock option does not present an 
opportunity for the abuses which Section 16(b) is 
designed to prevent,’ the Commission believes it is 
appropriate to exercise its exemptive authority 
under Section 16(b) to provide relief from that 
section for such transactions. This action is 
consistent with the Commission’s prior 
determination to exempt from Section 16(b) certain 
transactions involving stock appreciation rights 
(“SARs”).4 The use of already-owned stock to 
exercise a stock option is in substance another form 
of stock appreciation right and does not appear to 
present any more opportunity for speculative abuse 
than stock appreciation rights payable in 
securities. 


NATURE OF THE AMENDMENTS 


As proposed in Release 34-16770, Rule 16b-3 would 
have been amended to exempt only the delivery of 
stock upon the exercise of a stock option. All stock 
received by the optionee upon such an exercise, 
would, under the original proposal, have been 
deemed “purchased” for purposes of Section 16(b) 
and could have been matched against any sales of 





1CCH Standard Federal Tax Reporter, para 6979. 


?For example, if a person who holds an option for 200 
shares at an exercise price of $10 per share decided 
to exercise the option when the stock was trading at 
$20 per share, he could do so by delivering 100 
shares previously acquired by him (with a value of 
$2,000) for the 200 shares under the option. 


3Generally, the purpose of Section 16(b) is to prevent 
insiders from unfairly utilizing confidential 
information to profit from short-term trading 
transactions in an issuer's securities. 


‘Release Nos. 34-13097 (December 22, 1976) [42 


FR 755] and 34-13659 (June 22, 1977) [42 FR 
33282]. 
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the same securities occurring within less than six 
months. All except one of the 73 commentators 
expressed support for the original proposal, but 
many thought that it should be expanded to also 
exempt that portion of stock received upon the 
exercise of an option that is equal in number to the 
amount surrendered. In the view of these persons, 
the exchange of “old” shares for “new” shares was 
nothing more than a “wash” transaction which had 
no real economic effect. Only those shares received 
in excess of the number delivered should be deemed 
“purchased” for purposes of Section 16(b), 
according to these commentators. 


The Commission believes that the point made by the 
above persons has merit. The effect obtained from 
using stock to exercise an option is that the optionee 
acquires, at no actual cost, a greater number of 
shares than that held prior to the exercise. The very 
same effect is achieved when so-called “phantom” 
stock options and stock appreciation rights are 
exercised and stock is received. In the case of 
phantom stock options and SARs, the participant 
receives additional stock at no cost, and this new 
stock is considered to be purchased for purposes of 
Section 16(b). The same result logically should 
occur in those situations where old shares are 
swapped for a greater number of new shares upon 
the exercise of an option. That is, only the number of 
shares exceeding the number surrendered should 
be deemed to have been currently purchased 
pursuant to Section 16(b). Accordingly, the adopted 
amendments also exempt shares acquired upon the 


exercise of an option that are equal to the number 
delivered. 


Due to the fact that the above change has added still 
another category of exempt transactions to the 
several already covered by the opening paragraph of 
Rule 16b-3, it was decided for the sake of clarity to 
revise that paragraph completely. In this revised 
form, the paragraph reads as follows: 


The following transactions by a director or officer 
shall be exempt from the operation of Section 
16(b) of the Act if they occur pursuant to a plan 
which satisfies the conditions of this rule: the 
acquisition of shares of stock, except that stock 
acquired upon the exercise of an option, warrant 
or right shall be exempt only the extent indicated 
in the final clause of this sentence; the 
acquisition, expiration, cancellation or surrender 
to the issuer of a stock option or stock 
appreciation right; the surrender or delivery tothe 
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issuer of shares of its stock as payment for the 
exercise of a stock option for shares of the same 
class; and the acquisition upon the exercise of a 
stock option of shares of stock equal to the 
number of shares of the same class surrendered 
or delivered to the issuer as payment for the 
exercise of the option. The conditions of this rule 
that a plan must satisfy in order for the above 
transactions to be exempt are as follows: 


In addition to the foregoing, the Commission also 
has amended the caption for Rule 16b-3 in the 
manner proposed in Release 34-16770. The new 
caption, which is intended to reflect the broadened 
coverage of the rule, reads “Exemption from section 
16(b) of certain transactions occurring under 
employee benefit plans.” 


OTHER VIEWS OF THE COMMENTATORS 


Only one of the 73 commentators raised an objection 
to the amendments proposed in Release 34-16770, 
and the objection was concerned primarily with the 
accounting treatment likely to be accorded to the 
delivery of stock upon the exercise of an option. In 
view of the overwhelming support expressed by the 
other commentators and the fact that the 
accounting issue does not appear to be germane to 
the purposes of Section 16(b), the Commission does 
not believe an adequate basis for withdrawing the 
amendments has been provided. 


A number of other commentators thought that the 
coverage of the proposed amendments should be 
expanded to permit the delivery of securities: (1) 
other than those of the same class to which the 
option relates; (2) to satisfy the exercise price of 
warrants and rights as well as employee stock 
options; and (3) to cover the withholding taxes that 
will be incurred with respect to income realized upon 
the exercise of an option. Each of these suggestions 
goes well beyond the purpose of the originally 
proposed amendments, which was simply to remove 
the barrier imposed by Section 16(b) to reliance 
upon the IRS ruling previously referred to. Moreover, 
each would, if adopted, result in an exemption being 
provided for a “sale” transaction that is much greater 
in scope than the “wash” transaction which the 
original amendments sought to reach. Under the 
circumstances, the Commission does not believe it 
would be appropriate to implement any of these 
suggestions. 
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OTHER MATTERS 


The amendments to Rule 16b-3 previously 
described raised the question whether an 
amendment to an existing stock option plan allowing 
the delivery of already-owned stock upon the 
exercise of an option would constitue a material 
amendment that would require shareholder 
approval under paragraph (a) of the rule. In Release 
34-16770, the Commission expressed the view that 
such an amendment would not be material, since it 
would not result in any additional remuneration for 
directors and officers not already contemplated by 
option plans. As noted by the Commission, such an 
amendment would simply allow issuers to revise the 
form of consideration acceptable for the exercise of 
options. 


The Commission invited comments on the foregoing 
view in Release 34-16770 and all of those who 
addressed the issue agreed with the Commission’s 
opinion. Accordingly, amendments to existing stock 
option plans of the type described above need not be 
submitted to shareholders for approval under Rule 
16b-3. 


In order to insure uniformity and in response to 


public commentary, the Commission deems it 
public commentary, the Commission deems it 
advisable to specify the manner of reporting changes 
as a result of the delivery of stock upon the exercise 
of a stock option. The award of the option and its 
exercise price should be reported in Table II of Form 
4 inthe customary manner. The exercise of the stock 
option should be reported in Table |. The number of 
shares surrendered in connection with the exercise 
of the option should be reported in Column 5 of Table 
| of Form 4 and the number of shares acquired 
should then be indicated in Column 4. Column 6 of 
Table | should indicate that both the acquisition and 
the disposition of the securities occurred as a result 
of the exercise of an option. Inthe explanation space 
provided on page 2 of Form 4, it should be noted that 
the exercise price of the option was satisfied by the 
delivery of already-owned shares. The other 
information required should be reported in the usual 
manner in compliance with the instructions to Form 
4. 





5Rule 16b-3(a) states at the end thereof that any 
amendment to a plan must be approved by 
shareholders “if the amendment would: (A) 
materially increase the benefits accruing to 
participants under the plan...” 
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TEXT OF THE AMENDMENTS 


17 CFR Part 240 is amended by revising the 


introductory paragraph of §240.16b-3 to read as 
follows: 


§240.16b-3 Exemption from section 16(b) of certain 
transactions occurring under employee benefit 
plans. 


The following transactions by a director or officer 
shall be exempt from the operation of section 16(b) 
of the Act if they occur pursuant to a plan which 
satisfies the conditions of this rule: the acquisition of 
shares of stock, except that stock acquired upon the 
exercise of an option, warrant or right shall be 
exempt only to the extent indicated in the final 
clause of this sentence; the acquisition, expiration, 
cancellation or surrender to the issuer of a stock 
option or stock appreciation right; the surrender or 
delivery to the issuer of shares of its stock as 
payment for the exercise of a stock option for shares 
of the same class; and the acquisition upon the 
exercise of a stock option of shares of stock equal to 
the number of shares of the same class surrendered 
or delivered to the issuer as payment for the exercise 
of the option. The conditions of this rule that a plan 
must Satisfy in order for the above transactions to be 
exempt are as follows: 

* * * * * 
(Sections 16(b), 23(a), 48 Stat. 896, 901; sec. 
203(a), 49 Stat. 704; sec. 8, Stat. 1379; sec. 18, 89 
Stat. 155; 15 U.S.C. 78; (b), 78w(a)). 


AUTHORITY 
The Commission is adopting this amendment 
pursuant to the Securities Exchange Act of 1934, 
particularly Sections 16 and 23(a). 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17081/August 21, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE DEPOSITORY TRUST COMPANY 


(File No. SR-DTC-80-5) 
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The Depository Trust Company (“DTC”) submitted a 
proposed rule change on August 18, 1980, pursuant 
to Rule 19b-4 under the Securities Exchange Act of 
1934, that would establish a new fee schedule for 
DTC’s major services. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
August 25, 1980. Interested persons are invited to 
submit written data, views and arguments 
concerning the submission within twenty-one days 
from the date of publication in the Federal Register. 
Persons desiring to make written submissions 
should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to file No. 
SR-DTC-80-5. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be 
available for public inspection at the Securities and 
Exchange Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of the 
filing will also be available at the principal office of 
the above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17082/August 21, 1980 


An order has been issued granting the application of 
AUGAT, INC. to withdraw its common stock ($.10 
par value) from listing and registration on the 
American Stock Exchange, Inc. 





SECURITIES AND EXCHANGE ACT OF 1934 
Release No. 17083/August 21, 1980 


The Securities and Exchange Commission 
announced, pursuant to Section 12(k) of the 
Securities Exchange Act of 1934 (“Exchange Act”), 
the single ten day suspension of over-the-counter 
trading for the period commencing on August 21, 
1980 and terminating at midnight (EDT) on August 
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30, 1980 of the securities of Trafalgar Industries, 
Inc. (“Trafalgar”), located at 600 Madison Avenue, 
New York, New York 10022. 


The Commission suspended trading in the 
securities of Trafalgar Industries, Inc. in view of the 
lack of adequate current information concerning the 
affairs of Trafalgar. Trafalgar has not filed its most 
recent Annual Report on Form 10-K for the year 
ended May 3, 1980, which was due on August 1, 
1980. 


If any broker-dealer or other person has any 
information which they believe wouid be useful to 
the Commission relating to this matter, they should 
contact the Washington office of the Securities and 
Exchange Commission at (202) 272-2254. 


The Commission cautions brokers, dealers, 
shareholder, and prospective purchasers that they 
should carefully consider the foregoing information 
along with all other currently available information 
and any information subsequently issued by the 
company. 


Furthermore, brokers and dealers should be aware 
of the fact that, pursuant to Rule 15c2-11 under the 
Exchange Act, at the the termination of the trading 
suspension, no quotation may be entered unless and 
until they have strictly complied with all the 
provisons of such rule. If any broker or dealer has 
any questions as to whether or not he has complied 
with such rule, he should not enter any quotation but 
immediately contact the staff of the Division of 
Enforcement in Washington, D.C. If any broker or 
dealer is uncertain of the requirements of Rule 15c2- 
11, he should refrain from entering quotations 
relating to the securities in question until such time 
as he has familiarized himself with such rule and is 
certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in 
violation of such rule, the Commission will consider 
the need for prompt enforcement action. 








PUBLIC UTILITY HOLDING COMPANY OF 
1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21679/August 15, 1980 
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In the Matter of 


GEORGIA POWER COMPANY 
270 Peachtree Street, N.W. 
Atlanta, Georgia 30303 


(70-6348) 


NOTICE OF PROPOSAL TO ISSUE AND SELL FIRST 
MORTGAGE BONDS AND PREFERRED STOCK AT 
COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Georgia Power 
Company (“ Georgia”), an electric utility subsidiary 
of The Southern Company, a registered holding 
company, has filed an application-declaration and 
amendments thereto with this Commission 
pursuant to the Public Utility Holding Company Act 
of 1935 (“Act”), designating Sections 6 and 7 of the 
Act and Rule 50 promulgated thereunder as 
applicable to the proposed transaction. All 
interested persons are referred to the amended 
application-declaration, which is summarized 
below, for a complete statement of the proposed 
transaction. 


Georgia proposes to issue and sell up to 
$125,000,000 aggregate principal amount of its 
First Mortgage Bonds having a term of not less than 
five nor more than 30 years (‘new Bonds”), and to 
sell the same at competitive biding for the best price 
obtainable but for price to Georgia of not less than 
98% nor more than 101-3/4% of the principal 
amount thereof, plus accrued interest. The new 
Bonds will be issued under the Indenture dated as of 
March 1, 1941, between Georgia and Chemcal Bank, 
as Trustee, as heretofore supplemented by various 
indentures supplemental thereto, and as to be 
further supplemented by various indentures 
supplemental thereto, and as to be further 
supplemented by a Supplemental Indenture to be 
dated as of October 1, 1980. 


It is difficult to determine, under present bond 
market conditions, whether it would be more 
advantageous to Georgia to sell the new Bonds 
having a 30-year or some shorter term. It is 
proposed, therefore, that Georgia decide onthe term 
of the new Bonds after the date of the public 
invitation for porposals and then notify prospective 
bidders by telephone, confirmed in writing, of its 
decision, not less than 72 hours prior to the time of 
the bidding. For such reasons, it is also proposed 
that Georgia may designate a lesser aggregate 
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principal amount of the new Bonds to be issued and 
sold than that previously specified in the public 
invitation for proposals, and that Georgia reserve the 
right its discretion to designate a principal amount or 
term for the new Bonds different from that 
theretofore specified by notice to prospective 
bidders not less than 24 hours prior to the time of the 
bidding. 


Georgia will provide that none of the new Bonds will 
be redeemed for a five year period commencing with 
the first day of the month of issuance at a regular 
redemption price if such redemption is for the 
purpose or in anticipation of refunding such new 
Bond through the use, directly or indirectly, of funds 
borrowed by Georgia at an effective interest cost to 
Georgia of less than the effective interest cost to 
Georgia of the new Bonds. Such limitation will not 
apply to redemption at a special redemption price by 
operation of the sinking or improvement fund or the 
maintenance and replacement provisions of the 
Indenture or by the use of proceeds of released 
property. Georgia also will convenant that it will not 
redeem any of the new Bonds, in any year prior tothe 
fifth year after the issuance of the new Bonds, 
through the operation of the sinking or improvement 
fund provisions in a principal amount which would 
exceed the improvement fund requirement 
attributable to the new Bonds. 


Georgia also proposes to issue up to $75,000,000 of 
Preferred Stock, without par value, but with a stated 
value of up to $100 per share (“new Preferred 
Stock’), and to sell such securities at competitive 
bidding for the best price obtainable but for a price to 
Georgia of not less than 100% nor more than 102% of 
the stated value per share, which shall also be the 
public offering price per share. In addition, Georgia 
proposes to pay to the purchasers of the new 
Preferred Stock compensation for their services in 
purchasing and making a public offering of such 
shares, which compensation shall be included as a 
part of the competitive bidding of the new Preferred 
Stock. The terms of the new Preferred Stock will be 
established by amendment to the charter of Georgia. 
Georgia may also make provision for a cumulative 
sinking fund for the benefit of the new Preferred 
Stock which would retire not more than 5% annually 
of the number of shares initially issued, 
commencing five years or later after the sale, with 
the non-cumulative option on any sinking fund date, 
commencing five years or later after the sale, of 
redeeming an additional like number of shares. 
Georgia will provide that no share of the new 
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Preferred Stock will be redeemed for a year period 
commencing with the first day of the month of 
issuance, if such redemption is for the purpose or in 
anticipation of refunding such share directly or 
indirectly through the incurring of debt, or through 
the issuance of stock ranking equally with or prior to 
the new Preferred Stock as to dividends or assets, if 
such debt has an effective interest cost to Georgia or 
such stock has an effective dividend cost to Georgia 
of less than the effective dividend cost to Georgia of 
the new Preferred Stock. 


Georgia states that it may request that either sale be 
excepted from the competitive bidding 
requirements of Rule 50. Georgia proposes to use 
the proceeds from the sales of the new Bonds and 
the new Preferred Stock primarily for the repayment 
of outstanding short-term indebtedness, if any, and 
the payment of costs incurred in its on-going 
construction program, estimated for 1980 at $80€.7 
million. 


Statement of the fees, commissions and expenses to 
be incurred in connection with each transaction will 
be filed by amendment. The proposed transactions 
are subject to the jurisdiction of the Georgia Public 
Service Commission. It is stated that no other state 
or federal regulatory authority, other than this 


Commission, has jurisdiction over the proposed 
transactions. 


Georgia states that any amendment to this 
application-declaration seeking authority to issue 
and sell the new Preferred Stock will be filed not less 
than ten business days prior to the proposed 
effective date of the supplemental order relating 
thereto. Georgia will concurrently serve a copy of any 
such amendment upon any person who had, not 
later than September 8, 1980, requested a hearing 
on or advice as to whether a hearing is ordered with 
respect to the new Preferred Stock. Any person so 
served may then, not less than five business days prior 
to the proposed effective date of the supplemental 
order, request a hearing ontheterms and conditions 
of the proposed offering of new Preferred Stock. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 8, 1980, 
requet in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by the filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
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addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicant-declarant at the above-stated 
address, and proof of service (by affidavit or, in case 
of an attorney by law, by certificate) should be filed 
with the request. At any time after said date, the 
application-declaration, as amended or as it may be 
further amended, may be granted and permitted to 
become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices or orders issued inthis matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21680/August 15, 1980 


In the Matter of 


COLUMBUS AND SOUTHERN OHIO ELECTRIC 
COMPANY 

215 North Front Street 

Columbus, Ohio 43215 


(70-6451) 


NOTICE OF PROPOSED REVISIONS TO FUEL 
INVENTORY FINANCING PORTION OF SHORT- 
TERM DEBT AUTHORIZATION 


NOTICE IS HEREBY GIVEN that Columbus and 
Southern Ohio Electric Company (“CSOE”), an 
electric utility subsidiary of American Electric Power 
Company, Inc., a registered holding company, has 
filed with this Commission a_ post-effective 
amendment to its application previously filed and 
amended pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”), designating Section 
6(b) of the Act and Rule 50(a)(2) promulgated 
thereunder as applicable to the proposed 
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transaction. All interested persons are referred to 
the application, as amended by said post-effective 
amendment, which is summarized below, for a 
complete statement of the proposed transaction. 


By order dated May 28, 1980 (HCAR No. 21594), 
CSOE was granted a short-term borrowing 
authorization through July 1, 1981, in an aggregate 
principal amount not to exceed $200,000,000. 
CSOE’s credit arrangements for such borrowings 
consisted of (1) lines of credit totaling $113,066,000 
with 38 banks; (2) a loan agreement with certain 
banks for up to $80,000,000 of loans for use in 
retiring certain of its preferred shares; (3) a credit 
agreement (“Credit Agreement”) with Prulease, Inc. 
(“Prulease”), for up to $30,000,000 of fuel inventory 
financing; and (4) arrangements for borrowing up to 
$23,000,000 from funds managed by certain banks’ 
trust departments. With respect to the Credit 
Agreement borrowings, each loan is to be anamount 
equal to or less than CSOE’s estimated average 
inventory value of coal and oil forthe month in which 
the loan is made, is to be evidenced by a note, andis 
to be secured by a security interest in CSOE’s supply 
of coal and fuel oil at its generating stations. Each note 
now matures at the end of the month for which the 
loan is made, bears interest at an annual rate equal 
to 1.125% plus .1% (subject to adjustment) as an 
indemnity for state and local income taxes plus the 
rate borne by (or quoted on) commercial paper 
issued by Prulease. No compensating balances are 
required. The present Credit Agreement expires 
September 30, 1980. 


By post-effective amendment CSOE requests 
authorization to enter into an amendment to the 
Credit Agreement, to be dated as of October 1, 1980, 
which amendment would extend its termination 
date to September 30, 1982, and would make 
certain other changes. Under the amendment each 
note would bear interest at an annual rate equal to 
1.5% plus .13% (subject to adjustment) as an 
indemnity for state and local income taxes plus the 
rate borne by (or quoted on) commercial paper 
issued by Prulease. In addition, there will be a 
commitment fee, payable if the average daily 
outstanding borrowings are less than 50% of the 
average daily available commitment during the 
period October 1, 1980, through September 30, 
1982, of an amount equal to (i) 1.125% multiplied by 
(ii) the excess of such average daily available 
commitment during such period over such average 
daily outstanding borrowings during such period, 
multiplied by (iii) a fraction, the numerator of which 
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is the number of months in such period and the 
denominator of which is 12. Such fee, if any, is 
payable on September 30, 1982, and annually 
thereafter if the termination date is extended. The 
amendment also contains provisions for annual 
extensions of the termination date. The effective 
cost of borrowings under the Credit Agreement, as 
proposed to be amended, based on the 8.75% 
interest rate for commercial paper issued by 
Prulease on July 15, 1980, and assuming no 
commitment fee, would be 10.38%. 


The fees and expenses to be incurred in connection 
with the proposed transaction will be supplied by 
amendment. It is stated that no state commission 
and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 11, 1980, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
tor such request, and the issues of fact or law raised 
by said application, as amended by said post- 
effective amendment, which he desires to 
controvert; or he may request that he be notified ifthe 
Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicant at the 
above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the application, as amended by 
said post-effective amendment or as it may be 
further amended, may be permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21681/August 18, 1980 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
Parsippany, New Jersey 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Morristown, New Jersey 


METROPOLITAN EDISON COMPANY 
Berks County, Pennsylvania 


PENNSYLVANIA ELECTRIC COMPANY 
Johnstown, Pennsylvania 


(70-6311) 


ORDER AUTHORIZING INCREASE IN AMOUNT OF 
SHORT-TERM NOTES ISSUED TO BANKS AND 
CERTAIN CHANGES IN THE LOAN AGREEMENT; 
RESERVATION OF JURSDICTION OVER OTHER 
CHANGES TO LOAN AGREEMENT 


General Public Utilities Corporation (“GPU”), a 
registered holding company, and its electric utility 
subsidiaries, Jersey Central Power & Light 
(“JCP&L”), Metropolitan Edison Company (“Met- 
Ed”), and Pennsylvania Electric Company 
(“Penelec”), have filed with this Commission post- 
effective amendment to their application- 
declaration in this proceeding pursuant to Section 
6(b) of the Public Utility Holding Company Act of 
1935 (“Act”) regarding the following proposed 
transactions. 


By order dated June 19, 1979, (HCAR No. 21107), 
this Commission authorized GPU, JCP&L, Met-Ed 
and Penelec to issue, sell and renew from time to 
time through October 1, 1981, their respective 
promissory notes (the “Notes”) having a maturity of 
not more than six months from the date of issue, 
pursuant to a revolving credit agreement with a 


syndicate of commercial banks (the “loan 
agreement’). Aggregate borrowings under the loan 
agreement are limited to $500,000,000, and 
JCP&L’s borrowings thereunder are limited to 
$139,000,000. At the date of filing, JCP&L had 
$110,000,000 in borrowings outstanding under the 
loan agreement. The indebtedness under the loan 
agreement is secured by an_ unconditional 
guarantee given by GPU, as well as the pledge by 
GPU to the banks of the common stock of JCP&L, 
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Met-Ed, Penelec, and GPU Service Corporation, and, 
in the cases of JCP&L and Met-Ed, certain other 
collateral. 


The order further provided, among other things, that 
the aggregate principal amount of Notes 
representing indebtedness under the loan 
agreement which JCP&L could have outstanding at 
any one time could not exceed the lesser of (a) 
$139,000,000 or (b) the limit imposed by JCP&L’s 
charter. The proceeds of such loans have been and 
will continue to be used finance JCP&L business as 
a public utility. 


The applicants-declarants have entered into 
discussions with the Agent and Co-Agent banks 
representing the syndicate participating in the loan 
agreement with a view, among other things, to 
increasing the amount of borrowings available 
thereunder to JCP&L to $160,000,000. As a result of 
such discussions, proposed amendments to the 
loan agreement have been formulated. JCP&L 
requests that it be permitted to make, pursuant to 
the loan agreement, unsecured borrowings in an 
amount not in excess of that permitted by its charter 
plus borrowings secured as heretofore authorized in 
the Commission’s order of June 19, 1979, the 
aggregate of such unsecured and secured 
borrowings not to exceed $160,000,000. The 
proposed amendments would, among other things, 
provide that (i) JCP&L’s loan limit shall be 
$160,000,000 until October 1, 1980, at which time it 
will revert to $139,000,000 absent action of the 
banks, (ii) from time to time, the loan limits of all 
borrowers, upon agreement of 85 percent of the 
banks, may be reduced to an amount not less than 
such borrower's then outstanding borrowings, or 
increased to an amount not in excess of 
$150,000,000 in the case of GPU, $160,000,000 in 
the case of JCP&L, $125,000,000 in the case of Met- 
Ed and $116,000,000 in the case of Penelec; (iii) the 
obligation of the banks to make further avances to 
such borrower will depend on the bank’s 
determination of the sufficiency of such borrower's 
earnings in addition to the sufficiency of its 
revenues. The amendments also provide for an 
increase in the aggregate administration fee payable 
by the GPU Companies from $100,000 to $250,000 
annually. In all other respects the transactions as 
heretofore authorized will remain unchanged. 


The fees, commissions and expenses to be incurred 


in connection witn ine proposed transaction are 
estimated at $113,000, including legal fees of 


VOLUME 20, No. 15, September 2, 1980 





$109,300. The New Jersey Board of Public Utilities 
has authorized the increased short-term borrowings 
by JCP&L, the proposals providing for alteration of 
the loan limits of JCP&L and GPU upon agreement by 
85% of the banks, and the obligation of GPU to pay 
an increased administration fee. The other 
proposals remain subject to the jurisdiction of the 
New Jersey Board of Public Utilities and the 
Pennsylvania Public Utility Commission. It is stated 
that no other state or federal regulatory authority, 
other than this Commission, has jurisdiction over the 
proposed transactions. 


Due notice of the filing of said post-effective 
amendments to said application-declaration has 
been given in the manner prescribed in Rule 23 
promulgated under the act (HCAR No. 21573), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and rules thereunder are 
satisfied with respect to the proposed increase in 
JCP&L’s short-term borrowing authority, with 
respect to the proposals providing for alteration of 
the loan limits of JCP&L and GPU upon agreement by 
85% of the banks, and with respect to the obligation 
of GPU to pay an increased administration fee, and 
that no adverse findings are necessary with respect 
thereto; and that it is appropriate in the public 
interest and in the interest of investors and 
consumers that said application-declaration, as 
amended, be granted and permitted to become 
effective with respect to the proposed increase in 
JCP&L’s short-term borrowing authority, with 
respect to the proposals providing for alteration of the 
loan limit of JCP&L and GPU upon agreement by 
85% of the banks, and with respect to the obligation 
of GPU to pay an increased administration fee: 


IT IS ORDERED, pursuant the applicable provisions 
of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become 
effective forthwith with respect to the proposed 
increase in JCP&L’s short-term borrowing authority, 
with respect to the proposals providing for alteration 
of the loan limits of JCP&L and GPU upon 
agreement by 85% of the banks, and with respect to 
the obligation of GPU to pay an _ increased 
administration fee, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
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hereby is, reserved with respect to the proposals 
providing for alteration of the loan limits of Met-Ed 
and Penelec upon agreement by 85% of the banks, 
the addition of the earnings contingency to the 
obligation of the banks to make further advances 
and the obligation of each of the borrowers except 
GPU to pay an increased administration fee, pending 
the issuance of appropriate ordrs by the 
Pennsylvania Public Utility Commission and the 
NewJersey Board of Public Utilities. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21682/August 20, 1980 


In the Matter of 


THE SOUTHERN COMPANY 
Perimeter Center East 

P.O. Box 720071 

Atlanta, Georgia 30346 


(70-6485) 


NOTICE OF PROPOSAL BY HOLDING COMPANY TO 
ACT AS SURETY ON A SUPERSEDEAS BOND OF ITS 
SUBSIDIARY 


NOTICE IS HEREBY GIVEN that The Southern 
Company (“Southern”), a registered holding 
company, has filed a declaration with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”), designating Sections 
12(b) and 12(f) of the Act and Rule 45 promulgated 
thereunder as applicable to the proposed 
transaction. All interested persons are referred to 
the declaration, which is summarized below, for a 
complete statement of the proposed transaction. 


Southern proposes to act as one of two sureties ona 
bond of its subsidiary, Alabama Power Company 
(“Alabama”), in connection with Alabama’s appeal 
in a rate proceeding. The second surety on the bond 
will be Joseph M. Farley, who is president of 
Alabama. The Alabama Public Service Commission 
(“APSC”) on July 29, 1980, entered an order granting 
a retail electric rate increase for Alabama of $30.6 
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million annually based upon a test period ended 
November 30, 1979. The rates requested by 
Alabama would have increased the test period 
revenue by approximately $122.3 million annually. 
Alabama plans to file a notice of appeal to the 
Supreme Court of Alabama and plans to petition that 
court for authority to place into effect, subject to 
refund under supersedeas bond, the portion of the 
requested increase denied by the APSC order. The 
State of Alabama statutes which permit the court to 
grant supersedeas require, as acondition precedent 
to placing the contested rate increase in effect 
subject to refund, that a bond be furnished in double 
the estimated approximate amount by which 
revenues would be increased in six months by 
reason of the increased rates sought. Two or more 
sureties are required on the bond. Additional bond 
on like conditions must be provided each six months 
as long as the appeal is pending and the 
supersedeas is in effect. 


Alabama estimates that the amount of the 
supersedeas bond, if the maximum requested 
supersedeas relief is granted by the court, would be 
approximately $100,000,000 which is twice the 
estimated increased revenue from the refundable 
rates for the first six months of the supersedeas 
period. Alabam has been advised that such a bond 
can be obtained from a commercial surety company 
only with difficulty and with a required premium of 
over $75,000 for the first six months’ premium. The 
premium for additional bonds for subsequent six- 
month periods may be expected to increase so as to 
reflect increased usage and added revenue 
attributable to the increased rates. In order for 
Alabama to avoid the substantial premium costs 
attendant upon use of a commercial surety, 
Southern proposes to act as surety on Alabama’s 
bond for no premium, fee or other compensation. 
Approval of this bond by the court would be 
expected. 


Southern proposes to act as surety on the 
supersedeas bond for the revenues during the initial 
period of six months from the date of delivery thereof 
and to execute as surety such further bonds or 
renewals or extensions as may be required to permit 
Alabama to keep the proposed rates in effect until 

sthe questions raised in the appeal have been finally 

‘determined, without the necessity of having to pay 
the substaantial premiums required by the use of a 
commercial surety. 


The fees, commissions and expenses to be incurred 
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in connection with the proposed transaction are 
estimated at $3,200, including legal fees of $800. It 
is stated that no state or federal regulatory authority, 
orther than this Commission, has jurisdiction over 
the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 12, 1980, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by the filing which he desires to controvert; or he may . 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the declarant at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the 
request. At any time after said date, the declaration, 
as filed or as it may be amended, may be permitted 
to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices or orders issued inthis matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21683/August 20, 1980 


In the Matter of 


GULF POWER COMPANY 
P.O. Box 1151 
Pensacola, Florida 


MISSISSIPPI POWER COMPANY 
P.O. Box 4079 
Gulfport, Mississippi 39501 


(70-5894) 


NOTICE OF PROPOSAL BY ASSOCIATE ELECTRIC 
UTILITY COMPANIES TO ALLOCATE COSTS OF 
COAL HOPPER CARS 


NOTICE IS HEREBY GIVEN that Gulf Power company 
(‘Gulf’) and Mississippi Power Company 
(“Mississippi”), each an electric utility subsidiary of 
The Southern Company, a registered holding 
company, have filed post-effective amendments to 
an application-declaration previously filed with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”), designating Sections 


9,10 and 13(b) of the Act and Rules 43, 87(a)(3), 90 
and 91 promulgated thereunder as applicable tothe 
proposed transaction. All interested persons are 
referred to the amended application-declaration, 


which is summarized below, for a complete 
statement of the proposed transaction. 


Gulf and Mississippi are parties to a letter agreement 
dated July 28, 1976 (“Letter”), relating to the Victor 
J. Daniel, Jr. Electric Generating Plant (“Plant”), 
consisting of two coal-fired units of 500,000 
kilowatts (nameplate capacity) each. The various 
transactions provided for by the Letter, which will 
result in Gulf and Mississippi each owning an 
undivided 50% interest in the Plant, were approved 
by order of the Commission dated September 28, 
1976 (HCAR No. 19696). 


Mississippi and Gulf each has purchased 230 rapid 
discharge hopper cars to transport coal to the Plant. 
Mississippi’s purchase of its cars in 1978 was 
approved by the Commission’s order dated May 16, 
1978 (HCAR No. 20543), and Gulf’s purchase of its 
cars in 1980 was approved by the Commission’s 
order dated February 8, 1980 (HCAR No. 21414). 
While Gulf and Mississippi desire that each own as 
tenants in common an undivided 50% interest in 
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such coal cars, the Letter makes no express 
provision therefor. 


Accordingly, it is proposed that, as soon as 
practicable after the receipt of necessary regulatory 
approval (“First Settlement Date”), Mississippi and 
Gulf each will convey to the other, free and clear of all 
liens and encumbrances, other than excepted 
encumbrances as defined in the respective 
transferee’s first mortgage indenture, an undivided 
50% interest in the coal cars then owned by it. In 
addition, at such time Mississippi will make up to 
Gulf such payment as is necessary to equalize their 
respective investments, net of accumulated 
depreciation, in such cars. At July 1, 1980, such 
payment would have amounted to approximately 
$1,300,000. 


It is stated that the railroad cars are being and will be 
used to transport coal to the Plant, for which there is 
a common fuel stockpile to be jointly owned by Gulf 
and Mississippi in accordance with the Letter. It is 
further stated that, therefore, the proposed 
transaction is entirely consistent with the provisions 
of the Letter and the various transactions provided 
for therein. 


A statement of the fees, commissions and expenses 
to be incurred in connection with the proposed 
transaction will be filed by amendment. It is stated 
that no state or federal regulatory authority, other 
than this Commission, has jurisdiction over the 
proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 12, 1980, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by the filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicants-declarants at the above-stated 
addresses, and proof of service (by affidavit or, in 
case of an attorney at law, by certificate should be 
filed with the request. At any time after said date, the 
application-declaration, as amended or as it may be 
further amended, may be granted and permitted to 
become effective as provided Rule 23 of the General 
Rules and Regulations promulgated under the Act, 
or the Commission may grant exemption from such 
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rules as provided in rules 20(a) and 100 thereof or 
take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
or orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporation 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21684/August 21, 1980 


In the Matter of 


NORTHEAST UTILITIES 
WESTERN MASSACHUSETTS ELECTRIC COMPANY 
West Springfield, Massachusetts 


THE CONNECTICUT LIGHT & POWER COMPANY 
THE HARTFORD ELECTRIC LIGHT COMPANY 
NORTHEAST NUCLEAR ENERGY CORPORATION 
Berlin, Connecticut 


HOLYOKE WATER POWER COMPANY 
Holyoke, Masachusetts 


(70-6465) 


ORDER RELEASING JURISDICTION OVER SHORT- 
TERM BORROWINGS TO BE MADE PURSUANT TOA 
REVOLVING CREDIT AGREEMENT 


By order dated July 1, 1980 (HCAR No. 21647) in 
this matter Northeast Utilities (“NU”), a registered 
holding company, and five of its wholly-owned 
subsidiary companies, Connecticut Light & Power 


Company (‘“‘CL&P”), Hartford Electric Light 
Company (“HELCO”), Western Massachusetts 
Electric Company (“WMECO”), Holyoke Water Power 
Company (“HWP”) and Northeast Nuclear Energy 
Corporation (“NNEC”) were authorized to issue 
short-term notes to banks and commercial paper to 
a dealer from time to time through June 30, 1981. At 
that time jurisdiction was reserved over borrowings 
to be made by CL&P, HELCO and WMECO pursuant 
to a multibank revolving credit/term loan 
agreement pending completion of the record with 
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respect thereto. A post-effective amendment has 
now been filed completing the record with respect to 
the proposed transactions. 


The revolving credit/term loan agreement 
(“Agreement”) will provide that during the revolving 
period, CL&P, HELCO, and WMECO may borrow, ona 
first-come, first-served basis, up to the maximum 
amount of $140,000,000 up to $80,000,000, 
$60,000,000 and $45,000,000, respectively. The 
revolving period would end June 30, 1983 or such 
earlier date as CL&P, HELCO and WMECO 
individually elect, and in either event the then 
outstanding borrowings will be converted at the 
option of the borrower to term loans maturing no 
later than June 30, 1987 and amortized in eight 
semiannual installment commencing December 31, 
1983. Borrowings may be repaid in whole or in part 
without penalty during the revolving period or during 
the term of the term notes and may be reborrowed 
during the revolving period. The borrowings 
outstanding shall bear interet, payable quarterly in 
arrears, at the following rates: 
YEAR RATE 
100% Base Rate 
100% Base Rate 
102% Base Rate 
104% Base Rate 
104% Base Rate 
105% Base Rate 
106% Base Rate 


Base Rate is the higher of (a) Continental Illinois 
National Bank floating prime rate (b) 1/2 of 1 
percent per annum above the latest three week 
moving average of secondary market offering rates 
in the United States for three months certificates of 
deposit as published weekly by the Federal Reserve 
Bank of New York. Subject to requisite regulatory 
approval, the applicants will pay a commitment fee 
of 1/2 of 1 percent per annum, commencing not 
later than April 15, 1980, on the average unused 
portion of the commitment during the revolving 
period, payable quarterly in arrears. 


The funds to be derived by CL&P, HELCO and 
WMECO from the issuance and sale of the Revolving 
Credit/Term Notes will be applied together with 
other funds available to these companies, to provide 
working capital and to finance their respective 
construction expenditures in 1980 and 1981, which 
are estimated to be $323,000,000, $154,000,000 
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and $83,000,000, respectively. 


It is presently contemplated that any Revolving 
Credit/Term Notes of CL&P, HELCO and WMECO, 
outstanding at June 30, 1987, will be repaid from 
internal cash resources or from the proceeds of long- 
term debt or equity financing. 


The fees, commissions and expenses to be incurred 
in connection with the proposed transaction are 
estimated at $13,250, including legal fees of 
$11,250. The proposed transaction has been 
authorized by the Connecticut Division of Public 
Utility Control and the Massachusetts Division of 
Public Utilities. It is stated that no other state or 
federal regulatory authority, other than this 
Commission, has jursidiction over the proposed 
transaction. 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become 
effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


IT IS FURTHER ORDERED that jurisdiction reserved 
in the Commission’s order of July 1, 1980, with 
respect to the propsed borrowings by CL&P, HELCO 
and WMECO pursuant to the revolving credit/term 
loan agreement be, and it hereby is, released 
effective forthwith: 


For the Commission, by the Division of Corporate 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21685/August 21, 1980 


PROPOSED RULE TO EXEMPT CERTAIN NON- 
UTILITY SUBSIDIARIES UNDER THE PUBLIC 
UTILITY HOLDING COMPANY ACT OF 1935 
ACTION: Proposed rulemaking. 

SUMMARY: The Commission is requesting 


comments concerning a proposed rule that would 
exempt subsidiaries of registered holding 
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companies primarily engaged in the production, 
manufacture, transmission or storage of gas from 
the duties, liabilities and obligations imposed under 
the Public Utility Holding Company Act of 1935 
(“Act”) on “subsidiary companies,” as such, if no 
more than 50% of the voting securities of or other 
voting interests in such subsidiaries are owned, 
directly or indirectly, by one or more registered 
holding companies. 


The proposed rule is intended to eliminate an 
impediment to participation by registered holding 
company systems in joint ventures with persons not 
subject to the Act for the purpose of providing non- 
utility facilities useful to the business of the 
registered system, by exempting the joint venture 
entity, whether a corporation or partnership, from 
the regulatory provisions of the Act. 


DATE: Comments must be received on or before 
September 26, 1980. 


ADDRESSES: Comment should be submitted in 
triplicate to George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Comment 
letters received will be available for public 
inspection and copying in the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 20549. 


FOR FURTHER INFORMATION CONTACT: Grant G. 
Guthrie, Associate Director, Division of Corporate 
Regulation, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D.C. (202) 
523-5156. 


SUPPLEMENTARY INFORMATION: Section 2(a)(7) 
of the Act defines a “holding company” as any 
company which owns 10% or more of the voting 
securities of a “public utility company,” aterm which 
includes an “electric utility company” (Section 
2(a)(3)) or a “gas utility company” (Section 2(a)(4)). 
For purposes of the Act, a “gas utility company” is a 
company engaged in the retail distribution of natural 
or manufactured gas. Companies which are 
engaged in the manufacture of production of gas, or 
its transmission, are not gas utility companies, 
within the meaning of this definition, and the owners 
of such companies are not “holding companies,” 
unless retail gas service is also undertaken. The 
definition of an “electric utility company,” on the 
other hand, includes generation and transmission of 
power, as well as its distribution, so there is no 
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similar distinction between the wholesale and retail 
functions. 


The provisions of the Act, particularly Section 7, 
which govern security issues, apply to all 
subsidiaries of a registered holding company, 
including subsidiaries which are only partly owned 
and subsidiaries which are not utility companies, 
unless the subsidiary is exempted by rule under 
Section 3(d). If a group of companies undertakes a 
non-utility joint project of common interest, such as 
a pipeline or a synthetic fuel plant, the inclusion of a 
member of a registered system as a significant 
owner may subject to Commission authority under 
the Act all the financing and other activities of the 
company created for that purpose. Since such 

not be a “gas utility company” and its 
other owners will not become “holding companies” 
within the meaning of the Act, there is no apparent 
need for such a regulation. Such additional 
regulation may make potential co-venturers 
reluctant to include a registered system in their 
plans. 


There are now three gas utility holding company 
systems registered under the Act, two of which also 
own major gas transmission subsidiaries. The three 
systems represent only about 8-1/2% of the total gas 
industry, counting both pipelines and retail 
distribution systems. Most of the pipeline systems 
are not subject to the Act, and significant joint 
ventures will be principally with non-utility 
companies. 


Two applications for approving joint projects, one 
dealing with a plant to manufacture synthetic gas, 
and other with major new pipelines, have been filed 
and we are informed that further ventures are 
contemplated. Each of these projects is directed to 
provide gas to multiple pipeline systems from 
heretofore inaccessible sources for resale in existing 
markets. All of these projects are based on joint 
ownership of the company to be created to own and 
operate the facility. The recent passage of the Energy 
Security Act of 1980,! Title | of which is directed to 
promoting the development of a synthetic fuels 
industry in the United States, and other 
developments in the industry suggest that this kind 
of subsidiary relationship may become important in 
the planning of other similar projects. 





PL. 96-294. 
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Section 3(d) of the Act authorizes the Commission 
to: 


by rules and regulations, conditionally or 
unconditionally exempt any specified class or 
classes of persons from the obligations, duties or 
liabilities imposed upon such persons as 
subsidiary companies or affiliates under any 
provision or provisions of this title, and may 
provide within the extent of any such exemption 
that such specified class or classes of persons 
shall not be deemed subsidiary companies or 
affliliates within the meaning of any such 
provision or provisions, if and to the extent that it 
deems the exemption necessary or appropriate in 
the public interest or for the protection of 
investors or consumers and not contrary to the 
purposes of this title. 


Proposed Rule 16 would be an exercise of this 
exemptive authority. It would declare the entity 
organized to own the specified kinds of non-utility 
facilities not to be a “subsidiary company” of an 
owner which is in a registered holding company 
system, provided certain conditions are met. The 
rule would not exempt the registered system in any 
other respect. 


The Commission’s responsibilities with respect to 
both the integration of the registered utility 
system, as defined in Section 11(b)(1) of the Act, 
and the financial involvement of the registered 
holding company system would seem to be satisfied 
by the exercise of its authority under Sections 
9(a)(1) and 10 of the Act over that system’s 
acquisition of an interst in the joint venture and 
under Sections 6(a) and 7 of the Act over the 
obligations it may undertake. 


The rule, as proposed, does not extend to a company 
a majority of whose voting securities or other voting 
interests are held by registered systems, since such 
companies would be effectively part of the regulated 
systems. 


TEXT OF THE PROPOSED RULE 


It is proposed to amend 17 CFR Part 250 by adding 
§250.16 to read as follows: 


PART 250—GENERAL RULES AND REGULATIONS, 
PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 


§250.16 Exemption of non-utility subsidiaries. 
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Any company which is a subsidiary company, as 
defined in section 2(a)(8)(A) of the Act, or a 
registered holding company shall be exempt from 
every obligation, duty, and liability imposed upon 
such company, as such, Provided That: 


(a) Such company is primarily engaged in the 
exploration, development, production, 
manufacture, storage, transportation or supply of 
natural or synthetic gas for resale and is not a gas 
utility company within the meaning section 2(a)(4) 
of the Act; 


(b) No more than 50% its voting securities or other 
voting interests are owned or controlled, directly or 
indirectly, by any one or more registered holding 
companies; and 


(c) The acquisition of an interest in such company by 
a registered holding company or subsidiary thereof 
has been approved by order under sections 9(a)(1) 
and 10 of the Act. 


A failure of any member of a registered holding 
company system to otherwise comply with the Act 
shall not affect the exemption herein granted. 


STATUTORY AUTHORITY: The Commission hereby 


publishes for comment proposed Rule 16 pursuant 
to the provisions of Section 3(d) and 20(a) of the 
Public Utility Holding Company Act of 1935 (15 
U.S.C. 79a et seq.) 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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TRUST INDENTURE ACT OF 1939 
Release No. 578/August 18, 1980 


In the Matter of 


WORLD AIRWAYS, INC. 


VOLUME 20, No. 15, September 2, 1980 


File No. 22-10478 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 310(b)(1)(ii) 


The Securities and Exchange Commission has 
issued an order on an application by World Airways, 
Inc. pursuant to Section 310(b)(1)(ii) of the Trust 
Indenture Act of 1939 declaring that the 
trusteeships of Bakers Trust Company (“Bankers 
Trust”) under (1) and existing Equipment Trust 
Agreement, which is qualified under the Act (the 
“Indenture’”) (2) an Equipment Trust Agreement and 
the agency of Bankers Trust under a Pledge 
Agreement, neither of which is qualified under the 
Act, are not so likely to involve a material conflict of 
interest as to make it necessary in the public interest 
or for the protection of investors to disqualify 
Bankers Trust from acting as trustee under the 
Indenture. 








INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11306 


In the Matter of 


INDUSTRIAL GROWTH FUND OF NORTH AMERICA, 
INC. 

c/o Oswald Ruggero, Esq. 

Joseph & Ruggero 

261 Broadway 

New York, N.Y. 10007 


(811-1133) 


NOTICE OF PORPOSAL TO TERMINATE 
REGISTRATION PURSUANT TO SECTION 8(f) OF 
THE INVESTMENT COMPANY ACT OF 1940. 


NOTICE IS HEREBY GIVEN that the Commission 
proposes, pursuant to Section 8(f) of the Investment 
Company Act of 1940 (“Act”), to declare by order on 
its own motion, that Industrial Growth Fund of North 
America, Inc. (“Fund”), registered under the Act as 
an open-end, diversified, management investment 
company, has ceased to be an investment company 
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as defined in the Act. 


Information contained in the files of the Commission 
indicates that the Fund was organized under the 
laws of the State of Delaware on May 11, 1961; thatit 
registered under the Act on December 5, 1961, and 
that it filed a registration statement (File No. 2- 
20271) pursuant to the Securities Act of 1933 (1933 
Act”) in connection with a proposed public offering 
of shares of its capital stock. The 1933 Act 
registration statement was not made effective, and 
the Fund did not make a public offering of its 
securities. The Fund requested withdrawal of this 
registration statement, pursuant to Rule 477 under 
the 1933 Act, and the Commission ordered it 
withdrawn as of August 2, 1962. The Fund has not 
filed any of the periodic reports required by the Act 
since 1965. Finally, information inthe Commission’s 
files indicates that after the withdrawal of such 
registration statement the Fund was abandoned, 
and that it ceased to exist as a corporate entity and to 
profitably engage in any business. Thus it appears 
that the Fund is not currently engaged in the 
business of an investment company. 


Section 8(f) of the Act provides, in pertinent part, 
that whenever the Commission, on its own motion or 
upon application, finds that a registered investment 
company has ceased to be an investment company 
it shall so declare by order, which may be made upon 
appropriate conditions if necessary for the 
protection of investors, and upon the taking effect of 
such order, the registration of such company shall 
cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may not later than September 15, 1980, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on this matter accompanied by 
a statement as to the nature of his interest, the 
reasons for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request shall be served personally or by 
mail upon the Fund at the address stated above. 
Proof of such service (by affidavit, or in the case of an 
attorney-at-law by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of this matter will 
be issued as of course following said date, unless the 
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Commission thereafter orders a hearing upon 
request, or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11307/August 18, 1980 


In the Matter of 


IDS TAX-FREE MONEY FUND, INC. 
1000 Roanoke Building 
Minneapolis, Minnesota 55402 


(812-4695) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS OF 
SECTION 2(a)(41) OF THE ACT AND RULES 2a-4 
AND 22c-1 THEREUNDER. 


IDS Tax-Free Money Fund, Inc. (“Applicant”), 
registered under the Investment Company Act of 
1940 (‘Act’) as an open-end diversified 
management investment company, filed an 
application on June 16, 1980, and an amendment 
thereto on June 26, 1980, requesting an order of the 
Commission, purusuant to Section 6(c) of the Act, 
exempting Applicant from the provisions of Section 
2(a)(41) of the Act and rules 2a-4 and 22c-1 
thereunder, subject to conditions, to the extent 
necessary to permit Applicant to value its portfolio 
securities using the amortized cost method of 
valuation. 


On July 21, 1980, a notice was issued (Investment 
Company Act Release No. 11264) of the filing of the 
application. The notice gave intereted persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issed as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 
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The matter has been considered, and it is found that 
the granting of the requested exemption is 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the 
Act, that the application for exemption from the 
provisions of Section 2(a)(41) of the Act and 
Rules 2a-4 and 22c-1 thereunder, to the extent 
requested, be and hereby is granted, effective 
forthwith, subject to the following conditions 
agreed to by Applicant: 


1. In supervising Applicant's operations and 
delegating special responsibilities involving 
portfolio management to Applicant’s investment 
adviser, the Applicant’s Board of Directors 
undertakes—as a particular responsibility within the 
overall duty of care owed to shareholders—to 
establish procedures reasonably designed, taking 
into account current market conditions and 
Applicant’s investment objectives, to stabilize 
Applicant’s net asset value per share, as computed 
for the purpose of distribution, redemption and 
repurchase, at $1.00 per share. 


2. Included within the procedures to be adopted by 
the Board of Directors shall be the following: 


(a) Review by the Board of Directors, as it deems 
appropriate and at such intervals as are reasonable 
in light of current market conditions, to determine 
the extent of deviation, if any, of the net asset value 
per share as determined by using available market 
quotations from Applicant’s $1.00 amortized cost 
price per share, and the maintenance of records of 
such review. ! 


(b) in the event such deviation from Applicant’s 
$1.00 amortized cost price per share exceeds 1/2 of 
1 percent, a requirement that the Board of Directors 
will promptly consider what action, if any, shoud be 
initiated. 


(c) Where the Board of Directors believes the extent 
of any deviation from Applicant’s $1.00 amortized 
cost price per share may result in material dilution or 
other unfair results to investors or existing 
shareholders, it shall take such action as it deems 
appropriate to eliminate or to reduce to the extent 
reasonably practicable such dilution or unfair 
results, which may include: redemption of shares in 
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kind; selling portfolio instruments prior to maturity 
to realize capital gains or losses, or to shorten 
Applicant’s average portfolio maturity; withholding 
dividends; or utilizing a net asset value per share as 
determined by using available market quotations. 


3. Applicant will maintain a dollar-weighted average 
portfolio maturity appropriate to its objective of 
maintaining a stable net asset value per share; 
provided, however, that Applicant will not (a) 
purchase any instrument with a remaining maturity 
of greater than one year, or (b) maintain a dollar- 
weighted average portfolio maturity in excess of 120 
days.” 


4. Applicant will record, maintain, and perserve 
permanently in an easily accessible place a written 
copy of the procedures (and any modifications 
thereto) described in paragraph 1 above, and 
Applicant will record, maintain and preserve for a 
period of not less than six years (the first two years in 
an easily accessible place) a written record of the 
Board of Directors’ considerations and actions taken 
in connection with the discharge of its 
responsibilities, as set forth above, to be included in 
the minutes of the Board of Directors’ meetings. The 
documents preserved pursuant to this condition 
shall be subject to inspection by the Commission in 
accordance with Section 31(b) of the Act as though 
such documents were records required to be 
maintained pursuant to rules adopted under Section 
31(a) of the Act. 





‘Applicant states that to fulfill this condition, it 
intends to use actual quotations or estimates of 
market value reflecting current market conditions 
chosen by its Board*of Directors in the exercise of its 
discretion to be appropriate indicators of value. In 
addition, Applicant states that the quotations or 
estimates utilized may include, inter alia, (1) 
quotations or estimates of market value for 
individual portfolio instruments, or (2) values 
obtained from yield data relating to classes of money 
market securities published by reputable sources. 


2In fulfilling this condition, if the disposition of a 
portfolio instrument results in a dollar-weighted 
average portfolio maturity in excess of 120 days, 
Applicant will invest its available cash in such a 
manner as to reduce its dollar-weighted average 
portfolio maturity to 120 days or less as soon as 
reasonably practicable. 
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5. Applicant will limit its portfolio investments, 
including repurchase agreements, if any, to those 
United States dollar denominated instruments 
which the Board of Directors determines present 
minimal credit risks, and which are of high quality as 
determined by any major rating service or, in the 
case of any instrument that is not rated, of 
comparable quality as determined by the Board of 
Directors. 


6. Applicant will include in each quarterly report, as 
an attachment to Form N-1Q, a statement as to 
whether any action pursuant to paragraph 2(c) 
above was taken during the preceding fiscal quarter 
and, if any such action was taken, will describe the 
nature and circumstances of such action. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11308/August 19, 1980 


In the Matter of 


HUYLER’S 

c/o Barnes, Hickam, Pantzer & Boyd 
1313 Merchants Bank Building 
Indianapolis, Indiana 46204 


(811-1388) 


NOTICE OF PROPOSAL TO TERMINATE 
REGISTRATION PURSUANT TO SECTION 8(f) OF 
THE INVESTMENT COMPANY ACT OF 1940 


NOTICE IS HEREBY GIVEN that the Commission 
proposes, pursuant to Section 8(f) of the Investment 
Company Act of 1940 (“Act”), to declare by order on 
its own motion that Huyler’s (“Fund”), registered 
under the Act as a close-end, non-diversified, 
management investment company has ceased to be 
an investment company as defined in the Act. 


Information contained in the files of the Commission 
indicates that the Fund was organized under the 
laws of the State of New York on June 6, 1881, and 
registered under the Act on May 5, 1966. Prior to 
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becoming an investment company the Fund was 
engaged in the business of manufacturing and 
selling manifolds and other components for gas 
burners, which operations were sold on January 3, 
1963. 


The Fund did not file a registration statement 
pursuant to the Securities Act of 1933 to make a 
public offering of shares of its capital stock. On 
January 31, 1970, the Fund was merged into Altamil 
Corporation, a Delaware manufacturing corporation. 
Prior to the merger the Fund filed an application for 
an order of the Commission pursuant to Section 
17(b) of the Act exempting from the provisions of 
Section 17(a) of the Act the proposed merger of the 
Fund into Altamil Corporation. A notice of filing of 
that application was issued on August 13, 1969 
(Investment Company Act Release No. 5773), and 
an order pursuant to Section 17(b) of the Act 
exempting the proposed merger from the provisions 
of Section 17(a) of the Act was issued on September 
9, 1969 (Investment Company Act Release No. 
5809). By letter dated February 14, 1970, counsel 
for the Fund advised the Commission that the Fund 
had ceased to exist as a corporate entity. The Fund 
has not filed any of the periodic reports required by 
the Act since 1970. Thus, it appears that the Fund is 
not currently engaged in the business of an 
investment company. 


Section 8(f) of the Act provides, in pertinent part, 
that whenever the Commission, on its own motion or 
upon application, finds that a registered investment 
company has ceased to be an investment company 
it shall so declare by order, which may be made upon 
appropriate conditions if necessary for the protection 
of investors, and upon the taking effect of such 
order, the registration of such company shall cease 
to be in effect. 


NOTICE IS FURTHER GIVEN that any person may not 
later than September 15, 1980, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the 
nature of his interest, the reasons for such request 
and the issues, if any, of fact or law proposed to be 
controverted, or he may request that he be notified if 
the Commission shall order a hearing thereon. Any 
such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail upon the Fund 
at the address stated above. Proof of such service (by 
affidavit or, in the case of an attorney-at-law, by 
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certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the matter will be issued as of course 
following said date, unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11309/August 19, 1980 


In the Matter of 


IMS VARIABLE LEVERAGE FUND, LTD. 

THE ROBINSON FAMILY FUND 

HERBERT W. ROBINSON 

ELSIE C. ROBINSON 

KEITH B. ROBINSON 

DENISE P. HALL and 

INTERNATIONAL MANAGEMENT SYSTEMS 
CORPORATION 


P.O. Box 17107 
Fountain Hills, Arizona 85268 


(812-4686) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING PROPOSED TRANSACTION FOR THE 
PROVISIONS OF SECTION 17(a) OF THE ACT. 


On July 24, 1980, a notice was issued (Investment 
Company Act Release No. 11274) of an application 
filed on May 28, 1980, by IMS Variable Leverage 
Fund, Ltd., a Nebraska Limited Partnership 
(“Fund”), registered under the Investment Company 
Act of 1940 (“Act”) as an open-end, diversified, 
management investment company, and The 
Robinson Family Fund (the “Robinson Partnership”) 
consisting of Herbert W. Robinson, Elsie C. 
Robinson, Keith B. Robinson, Denise P. Hall 
(collectively the “Robinson Family’) and 
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International Management Systems Corporation 
(“IMSC”), a Delaware corporation wholly owned by 
the Robinson Family (collectively referred to as the 
“Applicants”), pursuant to Section 17(b) of the Act 
for an order of the Commission exempting from the 
provisions of Section 17(a) of the Act the proposed 
transfer of substantially all the assets of the 
Robinson Partnership to the Fund in exchange for 
shares of the Fund. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing 
of the application would be issed as of course unless 
a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not 
ordered a hearing. 


The matter has been considered, and it is found, on 
the basis of the information stated in the application, 
that the terms of the proposed transaction, including 
the consideration to be paid or received, are fair and 
reasonable and do not involve overreaching on the 
part of any person concerned, and that the proposed 
transaction is consitent with the Fund’s investment 
policy and with the general purposes of the Act. 
Accordingly, 


IT |S ORDERED, pursuant to Section 17(b) of the Act 
that the proposed transfer of substantially all the 
assets of the Robinson Partnership to the Fund in 
exchange for shares of the Fund be, and hereby is, 
exempted from the provisions of Section 17(a) ofthe 
Act, effective forthwith. 


For the Commission, by the Division of Investment 
Management pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11310/August 19, 1980 


In the Matter of 
BANKERS LIFE COMPANY 


and 
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BANKERS LIFE COMPANY SEPARATE ACCOUNT B 
711 High Street 
Des Moines, |A 50307 


(812-4701) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT FOR AN ORDER OF EXEMPTION 
FROM THE PROVISIONS OF SECTIONS 22(e), 
27(c)(1) AND 27(d) OF THE ACT 


NOTICE IS HEREBY GIVEN that Bankers Life 
Company (“Bankers Life”), a stock life insurance 
company organized under the laws of the state of 
lowa and Bankers Life Company Separate Account B 
(the “Variable Account”), a separate account of 
Bankers Life registered under the Investment 
Company Act of 1940 (“Act”) as a unit investment 
trust (collectively “Applicants”), filed an application 
on July 10, 1980, pursuant to Section 6(c) of the Act 
for an order exempting Applicants from the 
provisions of Sections 22(e), 27(c)(1) and 27(d) of 
the Act to the extent necessary to permit compliance 
by Applicants with certain provisions of the 
Education Code of the State of Texas. All interested 
persons are referred to the application on file with 
the Commission for a statement of the 
representatives therein which are summarized 
below. 


The Variable Account was established by Bankers 
Life’s Board of Directors pursuant to lowa law for the 
purpose of investing contributions received under 
certain variable annuity contracts issued in 
conjunction with plans which may or may not qualify 
for special tax treatment under Section 403(b) of the 
Internal Revenue Code of 1954, as amended. 


In 1967, the State of Texas directed the governing 
boards of all Texas institutions of higher education to 
make available to certain employees an Optional 
Retirement Program (the “Program”), codified as 
Subchapter G of Chapter 51 of the Texas Education 
Code. The statute provides as the funding media for 
the Program fixed or variable annuity contracts 
purchased from any insurance or annuity company 
qualified to do business in Texas. In 1973, the Texas 
legislature made two amendments in the Program 
legislation, which amendments became effective on 
June 14, 1973. The statutory definition of the 
Program was amended to provide that the benefits of 
such annuities are to be available only upon 
termination of employment in Texas public 
institutions of higher education, retirement, death or 
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total disability of the participant. The other 
amendment added a new Section 51.358 to 
Subchapter G which also provides that the benefits 
of such annuities will be available only if the 
participant dies, terminates his employment due to 
total disability, accepts retirement, or terminates 
employment in the Texas public institutions of 
higher education. 


Because of uncertainty regarding the effect of these 
amendments, the University of Texas System (the 
“System”) requested the opinion of the Attorney 
General of Texas with respect to several questions 
concerning such amendments. The Attorney 
General rendered an opinion dated February 18, 
1975, in response to the System’s letter. The 
Attorney General interpreted Section 51.358 to 
prohibit provisions in a variable annuity contract 
issued in connection with the Program on or after 
June 14, 1973, which provide for making available 
the redemption value of such contract prior to the 
occurrence of one of the conditions specified in the 
statute, i.e., termination of employment, retirement, 
death or total disability. Moreover, the opinion 
further stated that the prohibitions of Section 51.358 
were impliedly in effect upon the establishment of 
the Program (in 1967) and that not withstanding any 
language which may be contained in existing 
contracts, a participant in the Program has never 
had the right to redeem his annuity contract 
otherwise than in accordance with the limitations 
described above. The opinion did not affect the right 
of a participant to transfer the redemption value of 
his annuity contract from one carrier to another; 
accordingly, the granting of the relief requested in 
the application would not affect such right. 


Sections 27(c)(1), 22(e) and 27(d) 


Section 27(c)(1) of the Act makes it unlawful for any 
registered investment company issuing periodic 
payment plan certificates, or for any depositor of or 
underwriter for such company, to sell any such 
certificate unless such certificate is a redeemable 
security. Section 2(a)(32) of the Act defines 
“redeemable security” to mean any security under 
the terms of which the holder upon its presentation 
to the issuer or to a person designated by the issuer 
is entitled to receive approximately his proportionate 
share of the issuer’s current net assets, or the cash 
equivalent thereof. 


Section 22(e) of the Act provides that no registered 
investment company shall suspend the right of 
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redemption or postpone the date of payment or 
satisfaction upon redemption of any redeemable 
security in accordance with its terms for more than 
seven days after the tender of such security to the 
company or its agent designated for that purpose for 
redemption except in certain prescribed 
circumstances. 


Section 27(d) of the Act makes it unlawful for any 
registered investment company issuing periodic 
payment plan certificates, or for any depositor of or 
underwriter for such company, to sell any such 
certificate unless the certificate provides that the 
holder thereof may surrender the certificate at any 
time within the first eighteen months after the 
issuance of the certificate and receive in payment 
thereof, in cash, the sum of (1) the value of his 
account, and (2) an amount, from such underwriter 
or depositor, equal to that part of the excess paid for 
sales loading which is over 15 per centum of the 
gross payments made by the certificate holder. 


Applicants request exemptions from the provisions 
of Sections 22(e), 27(c)(1) and 27(d) of the Acttothe 
extent necessary to permit compliance with Section 
51.358 as it pertains to redemption value under 
Contracts issued to participants in the Program 


subsequent to the date of such exemptive order. 


Applicants assert that if such exemptions are not 
granted, persons participating in the Program 
effectively will be denied an opportunity to select as 
a funding medium for their retirement benefits one 
of two funding media (the other being fixed annuity 
contracts) specifically provided in the Texas statute 
for such purpose. Additionally, participants will be 
unable to obtain the state’s matching contributions 
for the purchase of an equity-based retirement 
vehicle. In this respect, the Attorney General’s 
opinion indicated that these matching contributions 
will encourage participation in the retirement plan 
but that unrestricted withdrawals prior to retirement 
might be detrimental to an effective retirement 
vehicle. In view of the foregoing, Applicants assert 
that the Commission should grant the requested 
exemptions because: (1) the limited restriction on 
redemption would be voluntarily assumed by 
participants, i.e., eligible employees are not required 
to participate in the Program; (2) the restrictions 
were not formulated nor suggested by Applicants; 
and (3) participants’ relinquishment of the full right 
of redemption is a reasonable requirement in 
exchange for the benefits bestowed by the matching 
contributions of the State of Texas. 
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Applicants will ensure that appropriate disclosure is 
made to persons who consider participation in the 
Program, informing them of the restriction on the 
availability of redemption values under Contracts to 
be issued to them. This disclosure will take the form 
of an appropriate reference in each prospectus to 
the restrictions on redemption of these Contracts, as 
well as requiring each participant, as a part of the 
determination that the sale of these Contracts is 
suitable for that participant, to sign a statement 
indicating that he/she is aware that these 
restrictions will be placed on his/her Contract when 
it is issued. In addition, Bankers Life will review all 
sales literature that is to be used in conjunction with 
the sales of these contracts for the existence of 
material representations that are inconsistent with 
the restrictions to be placed on these contracts and 
will instruct the salespeople involved in soliciting in 
this market specifically to bring this restriction tothe 
attention of the potential participants. 


Section 6(c) authorizes the Commission to exempt 
any person, security or transaction or any class or 
classes of persons, securities or transactions, from 
the provisions of the Act and Rules promulgated 
thereunder if and to the extent that such exemption 
is necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 15, 1980 at 
5:30 p.m. submit to the Commission in writing a 
request for a hearing on the matter accompanied by 
a statement as to the nature of his interest, the 
reason for such request, and the issues, if any, of fact 
or law proposed to be controverted, or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request shall be served personally or by 
mail upon Applicants at the address stated above. 
Proof of such service (by affidavit, or in the case of an 
attorney at law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following September 15, 
1980, unless the Commission thereafter orders a 
hearing upon request or upon the Commission’s own 
motion. Persons who request a hearing, or advice as 
to whether a hearing is ordered, will receive any 
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notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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In the Matter of 


MELLON FINANCIAL COMPANY 
6400 Steubenville Pike 

P.O. Box 15599 

Pittsburgh, Pennsylvania 15244 


(812-4693) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANT FROM ALL PROVISIONS OF 
THE ACT 


Mellon Financial Company (‘‘Applicant”’), a 
Pennsylvania corporation, filed an applicantion on 
June 13, 1980, and an amendment thereto on July 
10, 1980, for an order of the Commission pursuant to 
Section 6(c) of the Investment Company Act of 1940 
(“Act”), exempting Applicant from all provisions of 
the Act. On July 22, 1980, a notice was issued 
(Investment Company Act Release No. 11268) of the 
filing of the application. The notice gave interested 
persons an opportunity to request a hearing and 
stated that an order disposing of the application 
would be issued as of course unless a hearing should 
be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered, and on the basis of 
the representations in the application, as amended, 
it is found that granting of the requested exemption 
is appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 


that the application for exemption from all provisions 
of the Act be, and hereby is, granted, effective 
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forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11312/August 21, 1980 


In the Matter of 


CHAGRES FUND, INC. 
P.O. Box 914 
Hendersonville, North Carolina 28739 


(811-1518) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
LECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY 


Chagres Fund, Inc. (“Applicant”), registered under 
the Investment Company Act of 1940 (“Act”) as an 
open-end, diversified management investment 
company, filed an application on May 12, 1980, 
pursuant to Section 8(f) of the Act for an order of the 
Commission declaring that Applicant has ceased to 
be an investment company as defined in the Act. 


On July 22, 1980, a notice (Investment Company Act 
Release No. 11269) was issued of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered and it is found that 


Applicant has ceased to be an investment company, 
Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Chagres Fund, Inc., 
shall cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11313/August 21, 1980 


In the Matter of 


LEASCO CORPORATION 
919 Third Avenue 
New York, New York 10022 


(812-4595) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTIONS 6(c) AND 6(e) OF THE ACT FOR ORDER 
EXEMPTING APPLICANT, WITH CERTAIN 
EXCEPTIONS, FROM ALL PROVISIONS OF THE ACT 


NOTICE IS HEREBY GIVEN that Leasco Corporation 
(“Applicant”), a Delaware corporation, filed an 
application on January 21, 1980, and amendments 
thereto on February 29, 1980, April 15, 1980, and 
August 1, 1980, pursuant to Section 6(c) and 6(e) of 
the Investment Company Act of 1940 (“Act”), for an 
order exempting it from all provisions of the Act and 
its rules, other than: (1) Sections 9, 17(a)-(e), 31, 
36(a) and 37 of the Act and the rules thereunder; (2) 
all sections of the Act and the rules thereunder 
necessary to implement the above sections of the 
Act; and (3) all administrative, procedural and 
jursidictional sections of the Act, subject to certain 
conditions and exceptions set forth in the 
application and discussed below. All interested 
persons are referred to the application on file with 
the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


The application states that Applicant was 
incorporated in 1978 as a wholly owned subsidiary of 
Reliance Group, Incorporated (“Reliance”), in order 
to acquire the computer leasing operations of 
Reliance which, prior to that time, had been 
conducted by two other Reliance subsidiaries. 
Thereafter, on January 29, 1979, Reliance’s board of 
directors declared a dividend of Applicant’s 
common stock to be distributed to holders of 
Reliance common stock, and on May 14, 1979, 
Applicant’s common stock was so distributed (“spin 
off’). Prior to the spin off: (1) assets relating to 
Reliance’s computer leasing operations with a value 
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of $25,000,000 were transferred to Applicant and 
one of its subsidiaries; (2) Applicant issued 
$25,000,000 of its Series A preferred stock to a 
Reliance subsidiary; and (3) Leasco Europa, Ltd. 
(“Europa”), a subsidiary of Reliance with a net book 
value of $10,000,000, was transferred to Leasco 
Computer, Inc., a subsidiary of Applicant, in 


exchange for common stock of Applicant. 


According to the application, Saul P. Steinberg (Mr. 
Steinberg”) is Chairman of the Board, President and 
Chief Executive Officer of Applicant, and with 
members of his family and certain estates and trusts 
for the benefit of his family (hereinafter referred to 
collectively as the “Steinberg Family”) owns 
approximately 51 percent of Applicant's outstanding 
common stock. The application states that Mr. 
Steinberg also is founder, Chairman of the Board, 
President and Chief Executive Officer of Reliance, 
and that as of April 1, 1980, the Steinberg Family 
owned 15.24 percent of Reliance’s outstanding 
common stock. The application further states that 
sixty percent of Applicant’s directors are either 
directors or senior officers of Reliance. 


Applicant states that, because of certain risks 
inherent in the computer leasing business, it 
investigated opportunities for the acquisition of 
businesses outside the computer leasing area in 
order to add stability and profits to its operations. 
Applicant’s management believes that over time 
Applicant’s computer leasing business will decline 
in value. Applicant states that it looked at hundreds 
of acquisition candidates, and that Reliance 
compared favorably with other companies 
investigated in terms of past and prospective returns 
on investment. Thus, Applicant has purchased 
250,000 shares of Reliance common stock and is 
actively considering purchasing up to 1,000,000 
additional shares. The 250,000 shares of Reliance 
held by Applicant were valued, on January 14, 1980, 
at approximately $15,000,000 and comprised 
nearly 31 percent of Applicant’s total assets 
(exclusive of Government securities and cash items) 
on an unconsolidated basis. 


Applicant states that, in addition to its holdings of 
Reliance, it presently holds or may acquire the 
following additional securities: (1) a $30,000 Port of 
New York Authority Bond due February 1, 1996, and 
common stock in two publicly held corporations 
have a combined fair market value on June 4, 1980, 
of $1,395,350; (2) a warrant to purchase 40 percent 
of the outstanding common stock of North American 
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Broadcasting, Inc. (“Broadcasting”), for $20,000 
and subordinated notes issued by Broadcasting with 
a face value of $2,000,000; and (3) preferred stock 
of Securilease, Inc. (“Securilease’) with a 
redemption value of $380,000, and a non-recourse 
senior note of Securilease in the amount of 
$2,000,000. The transactions resulting in 
Applicant’s acquisitions of securities issued by 
Broadcasting and Securilease, and the terms of 
such securities, are described in the application. 
Briefly, the securities of Broadcasting are being 
issued to Applicant in exchange for a loan and a loan 
guarantee made by Applicant, and the securities of 
Securilease were issued in connection with the sale 
of a subsidiary by a subsidiary of Applicant. 


Section 3(a)(3) of the Act defines the term 
“investment company” to mean any issuer which is 
engaged or proposes to engage in the business of 
investing, reinvesting, owning, holding or trading in 
securities, and owns or proposes to acquire 
investment securities having a value exceeding 40 
percent of the value of such issuer’s total assets 
(exclusive of Government securities and cash items) 
on an unconsolidated basis. Section 3(a) of the Act 
defines the term “investment securities” to include 
all securities except Government securities, 
securities issued by employees’ securities 
companies, and securities issued by majority owned 
subsidiaries of the owner which are not investment 
companies. Applicant states that it does not 
presently hold more than 40 percent of its total 
unconsolidated assets in investment securities, but 
that either additional purchases of Reliance 
common stock or the holding of the subordinated 
notes of Broadcasting could cause Applicant to 
exceed the 40 percent requirement and, therefore, 
meet the definition of investment company 
contained in the Act. Accordingly, Applicant has 
requested an order exempting it from all provisions 
of the Act and of the rules thereunder, except certain 
specified provisions. 


Section 6(c) of the Act provides, in part, that the 
Commission may, upon application, conditionally or 
unconditionally exempt any person, security or 
transaction, or any class or classes of persons, 
securities or transactions, from any of the provisions 
of the Act or of any rule or regulation thereunder, if 
and to the extent that such exemption is necessary 
or appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. Section 6(e) of the Act provides that if, in 
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connection with any order under Section 6 of the Act 
exempting any investment company from Section 7 
of the Act, the Commission deems it necessary or 
appropriate in the public interest or for the 
protection of investors that certain specified 
provisions of the Act pertaining to registered 
investment companies shall be applicable in 
respect of such company, the provisions so 
specified shall apply to such company, and to other 
persons in their transactions and relations with such 
company, as through such company were a 
registered investment company. 


Applicant states that many of it activities and 
operations, especially those relating to Reliance, 
could conflict with various provisions of the Act and, 
therefore, has filed the present application, 
pursuant to Sections 6(c) and 6(e) of the Act, to 
permit its continued operations without the 
necessity of registering as an investment company 
under the Act. Applicant asserts that its holdings in 
Reliance are not for investment, and that it has no 
present intention to sell or otherwise dispose of the 
Reliance shares it now owns or may purchase. Inthis 
regard, Applicant submits that it has determined to 
engage in the insurance business through its 
ownership interest and management participation 
in Reliance. Applicant states that its management is 
experienced and expert in the operations of 
Reliance’s wholly owned businesses, and expects to 
continue to participate fully in Reliance’s operations. 


Applicant represents that it has not engaged and, 
except to the extent that it will purchase additional 
shares of Reliance stock, does not expect to engage 
in the continuous purchase of portfolio securities. 
Applicant further represents that: (1) its primary 
business is not investing, but that it is a company 
which has engaged in computer leasing and related 
businesses through wholly owned subsidiaries; (2) it 
has no present intention to sell to the public, 
distribute to its shareholders or otherwise dispose of 
any shares of Reliance which it now holds or may 
acquire; (3) it has not emphasized an intent to invest 
in securities; and (4) it is not the type of company for 
which the Act was designed. Applicant submits that 
the granting of the requested exemption will permit 
the ordinary operations of Applicant and _ its 
subsidiaries without relinquishing appropriate 
investor protections. 


As conditions to the granting of the requested order, 
Applicant has agreed to remain subject to all 


administrative, procedural and jurisdictional 
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sections of the Act. Applicant has also agreed o 
comply with Section 9 of the Act, and Sections 17(a)- 
(e) of the Act to the extent transactions, in the case of 
Section 17, involve (1) Applicant or “downstream” 
controlled companies of Applicant (other than 
Reliance) on the one hand, and (2) Reliance, the 
Steinberg Family or affiliated persons of Reliance or 
the Steinberg Family on the other hand. Applicant 
will also remain subject to Sections 31, 36(a) and 37 
of the Act and the rules thereunder, as well as all 
sections of the Act and of the rules thereunder 
necessary to implement and to enforce the above 
sections of the Act, with the following exceptions: 


(1) that Mr. Steinberg, his agents, servants, 
employees and attorneys shall not be prohibited by 
Section 9 of the Act from serving in the capacity of 
employee, offier, director, or member of an advisory 
board of Applicant by reason of any order, 
judgment or decree issued prior to the issuance of 
the order requested in the application, including the 
final judgment of permanent injunction entered on 
August 29, 1978, pursuant to an agreement of 
settlement and consent, without admission or denial 
of any of the allegations contained in the complaint, 
involving an allegation by the Commission that Mr. 
Steinberg had sold securities of Pulte Home 
Corporation, which he held as a_ personal 
investment, while discussing with acquaintances his 
opinion of the good business prospects for that 
corporation. (Applicant asserts that, with the 
exception of the above mentioned injunction, no 
other employees, officers and directors of Applicant 
or of any of its subsidiaries would be subject directly 
to the prohibitions of Section 9). 


(2) that Sections 17(a)-(e) of the Act, which prohibit 
certain types of affiliated transactions, not apply to 
prohibit: 


(a) Applicant and Reliance from carrying out the 
terms of a management agreement whereby 
Reliance provides certain services to Applicant; 


(b) the sale by Applicant of any part of its holdings of 
Reliance stock to Reliance for fair market value at 
the time of sale; 


(c) the leasing of computers to Reliance or any 
affiliate thereof at fair market value; 


(d) the redemption by Applicant of its outstanding 


Series A preferred stock held by Reliance or the 
exchnge by Applicant of other property for such 
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preferred stock; 


(e) the purchase by Applicant of real estate services 
for fair market value from a wholly owned Reliance 
subsidiary; 


(f) the purchase by Reliance from Applicant of 
computer services for fair market value; 


(g) the subleasing of office space in the United 
Kingdom by Europa from a subsidiary of Reliance at 
fair market value; 


(h) the joint coverage of Applicant and Reliance 
under various insurance policies; 


(i) the purchase by Applicant from Reliance or its 
subsidiaries of -insurance policies whereunder 
Appliant is the named insured or the beneficiary; 


(j) the joint participation by Applicant and Reliance 
in the administration of each company’s pension 
and profit sharing plans; 


(k) the receipt by directors and officers of Applicant 
and Reliance of directors’ fees, salaries, bonuses 
and benefits pursuant to employee benefit plans, 
including stock option plans, from Applicant and 
Reliance, respectively; provided, however, that any 
stock option plan of Applicant be approved by a vote 
of a majority of Applicant’s shareholders, and further 
provided that all stock options so granted (i) will not 
exceed 10 percent of Applicant’s outstanding 
shares, (ii) will not be exercisable for at least one 
year from the date of grant, and (iii) will have an 
exercise price of at least 100 percent of the market 
price of Applicant’s common stock on the date of 
grant; 


(1) the purchase of Reliance common stock in the 
open market and any public tender or exchange 
offer for such Reliance stock by Applicant to all 
Reliance shareholders, including Mr. Steinberg; 


(m) the granting to Applicant by Mr. Steinberg of any 
option to purchase Reliance stock owned by Mr. 
Steinberg, such option to include the right of 
Applicant to vote the stock during the option period, 
provided that Applicant pays no more than a 
nominal fee in exchange for the option; 


(n) the purchase by Applicant of consulting services 


from Reliance or its subsidiaries for fair market 
value; 
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(o) the continuance of the debtor-creditor 
relationship presently existing between Reliance 
and Michael F. Morrell (‘Morrell’), Director and 
Executive Vice President of Applicant, with respect 
to $138,125 loaned to Morrell by Reliance which 
bears interest at eight percent per year and is due"n 
April 1981; 


(p) the subleasing of office space in the United 
States by Applicant from Reliance at Reliance’s cost; 


(q) the leasing of fleet cars by Applicant and 
Reliance for their respective use under the same 
leasing agreement; and 


(r) the joint entering by Applicant and Reliance intoa 
national buying program for the purchase of office 
equipment and supplies, and other material. 


(3) that for purposes of the recordkeeping provisions 
of Section 31 of the Act and the rules thereunder, 
Applicant will maintain records in accordance with 
such provisions only to the extent to which 
transactions in which it engages are of the type 
described in such section and rules (such records 
shall be subject at anytime and from time to time to 
such reasonable periodic, special and other 
examinations by the Commision, or any member or 
representative thereof, as the Commission may 
prescribe). 


As further conditions to the requested order, 
Applicant has agreed: 


(1) not to acquire investment securities other than 
the common stock of Reliance if to acquire such 
investment securities would cause Applicant to hold 
more than five percent of its total consolidated net 
assets in investment securities, except that: the 
acquisition and continued holding of the securities 
issued by Broadcasting and Securilease in 
connection with certain transactions described in 
the application shall be permissible, as shall be the 
purchase of money market instruments, and shares 
of money market funds, acquired and held by 
Applicant as a cash management tool; 


(2) to liquidate, within three months from the date of 
issuance of the requested order, its holdings of 
common stock in the two publicly held corporations 
and the $30,000 Port of New York Authority Bond; 
and 
(3) not to 


take corporate action, such as 
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repurchasing its outstanding shares or entering into 
a reorganization, which would serve to reduce its net 
assets and cause its holdings of investment 
securities to be more than five percent of its total 
consolidated net assets without first obtaining an 
order of the Commission modifying the order which 
may be granted on the present application. 


Compliance with the above three conditions shall 
not require Applicant to sell investment securities if 
by reason of an increase in the market value of such 
securities, or a decline in the fair market value of 
other assets of Applicant, such investment 
securities have a value exceeding five percent of 
Applicant’s total consolidated net assets. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 15, 1980, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the application 
accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, 
if any, of fact or law proposed to be controverted, or 
he may request that he be notified if the Commission 
shall order a hearing thereon. Any such 
communication should be addressed: Secretary, 
Security and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served 
personally or by mail upon Applicant at the address 
stated above. Proof of such service (by affidavitor, in 
the case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As 
provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application will be issued as of course following said 
date unless the Commission thereafter orders a 
hearing upon request or upon the Commission’s own 
motion. Persons who request a hearing, or advice as 
to whether a hearing is ordered, will receive any 
notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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LITIGATION 





Litigation Release No. 9162/August 19, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
CARDIFF INDUSTRIES, INC. (United States District 
Court for the District of Columbia, Civil Action No. 
80-1117) 


The Commission announced today that on August 
18, 1980, the United States District Court for the 
District of Columbia entered a final Judgment of 
Permanent Injunction against Cardiff Industries, 
Inc. (“Cardiff”) of Denver, Colorado, restraining and 
enjoining Cardiff from failing to file timely periodic 
reports and ordering it to comply with certain 
undertakings. Cardiff, consenting to the entry of the 
Court’s judgment, admitted that it had filed reports 
inan untimely manner on 4 separate occasions. The 
Commission’s Complaint was filed on May 5, 1980. 


The Complaint had alleged that Cardiff had failed to 
file an Annual Report on Form 10-K for its fiscal 
year ended December 31, 1979, required to have 
been filed with the Commission by March 30, 1980. 
Further, the complaint alleged that Cardiff, as part of 
a continuing course of violative conduct extending 
over several years, failed to file timely with the 
Commission certain Annual Reports and Quarterly 
Reports required to have been filed. Cardiff has 
agreed to adopt certain procedures to assure timely 
filing of reports required to be filed under the 
Securities Exchange Act of 1934. 





Litigation Release No. 9163/August 19, 1980 


SEC v. CURTIS R. RICHMOND (Central District of 
California, CV-80-03239WMB) 


Leonard H. Rossen, Regional Administrator of the 
Securities and Exchange Commission’s Los Angeles 
Regional Office, announced that on July 24, 1980, 
the Commission filed an action in the United States 
District Court for the Central District of California 
against Curtis R. Richmond, both individually and in 
his capacity as General Partner for Marion County 
Partners, Blue Ribbon Partners, Shores Parners, 
Caddo Bayou Partners and Red River Partners. The 
Commission seeks to permanently enjoin Richmond 
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from further violations of the anti-fraud provisions of 
the securities laws set forth in Section 17(a) of the 
Securities Act of 1933 and Section 10(b) of the 
Securities Exchange Act of 1934 and Rule 10b-5 
promulgated thereunder,and also seeks other 
equitable relief including disgorgement and the 
appointment of a special auditor to provide to all 
limited partners corrective disclosures concerning 
the partnerships. 


The Commission charges in today’s action that 
Richmond misappropriated proceeds in connection 
with the sale of certain oil and gas limited 
partnerships of which he was General Partner. 
According to the Complaint, Richmond appropriated 
for his own personal benefit over $130,000 of 
partnership funds and was responsible for diverting 
another $65,000 to a third party. The Complaint also 
alleges that Richmond fraudulently misrepresented 
to the limited partners the manner in which the 
partnership proceeds were to be expended. 


The Complaint further charges that Richmond 
fraudulently failed to disclose to prospective 
investors his background as a previous violator of the 
securities laws and a previous subject of Court 
injunctions and a Commission order. In 1974, 
Richmond was permanently enjoined by the U.S. 
District Court for the Central District of California 
from further violations of the registration 
requirements of Section 5 of the Securities Act of 
1933. In 1975, he was permanently enjoined, after a 
full trial, from further violations of the anti-fraud 
provisions set forth in Section 206 of the Investment 
Advisers Act of 1940. Additionally, Richmond was 
barred by Commission order in 1976 from further 
association with any broker-dealer or investment 
adviser. 


In addition to the above charges, the Complaint also 


alleges that the offering circulars for the 
partnerships contained false information 
concerning other aspects of the investment, 
including misleading projections of income to be 


earned by those partnerships. 


Finally, the Complaint alleges that Richmond 
continued to perpetrate his fraud after the limited 
partnership interests were sold by misrepresenting 
to the limited partners the true facts concerning 
numerous aspects of the investment, including the 
status of drilling operations and the financial 
condition of the investments. 
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Richmond has previously been found in civil 
contempt of court in connection with the same oil 
and gas limited partnerships which are basis of the 
Commission's present action. In January, 1980, U.S. 
District Judge Laughlin Waters found Richmond in 
contempt for failure to produce partnership records, 
subpoenaed by the staff of the Los Angeles Regional 
Office and ordered Richmond imprisoned until he 
produced the records. Richmond purged himself of 
contempt by finally producing the records in March 
1980 after he failed to obtain a stay of the contempt 
order pending appeal. 





Litigation Release No. 9164/August 20, 1980 


SEC v. GREAT PLAINS MINERAL BYPRODUCTS, 
INC., ET AL. (USDC, Colorado, Civil Action No. 77-M- 
529) 


Robert H. Davenport, Administrator of the Denver 
Regional Office of the Securities and Exchange 
Commission, announced that on August 12, 1980, 
Judge Zita L. Weinshienk of the United States District 
Court for the District of Colorado, entered a Final 
Judgment of Permanent Injunction against Steven 
R. Tomasko, Wayne Duell, David Duell and Gerald L. 


1004/SEC DOCKET 


Barker, all Colorado residents, enjoining them from 
violating the registration and antifraud provisions of 
the federal securities laws in connection with the 
offer and sale of investment contracts of Great Plains 
Mineral Byproducts, Inc., or any securities of any 
issuer. The defendants consented to the entry of the 
injunction without admitting or denying the 
allegations in the Complaint. 


The Commission’s Complaint filed June 2, 1977, 
alleged, in sum and substance, violations of the 
registration and antifraud provisions of the federal 
securities laws in connection with the offer and sale 
of interests in Great Plains Mineral Byproducts, Inc., 
a company formed to, among other things, extract 
precious metals from fly ash. 


Upon motions by the Securities and Exchange 
Commission, Judge Weinshienk dismissed the 
Commission’s demand for restitution against Great 
Plains Mineral Byproducts, Inc., Messrs. Tomasko, 
Wayne and David Duell, and Barker. 


For further information see Litigation Releases 8062 
and 8014. 
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